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Notice of Annual Meeting 
The annual meeting of shareholders will be held at 3:00 p.m. on Thursday, May 10, 2001 in the Ballroom of the Metropolitan Centre, 
Calgary, Alberta. All shareholders are invited to attend. 


Company Definition 
Throughout the annual report Canadian Natural Resources Limited is referred to as “Canadian Natural” or the “Company”. 


Volume Reporting 

All production, sales and reserve statistics are Canadian Natural’s working interest amounts before deduction of royalties, unless 
stated otherwise. Where volumes are reported in barrels of oil equivalent, natural gas is converted to oil at six thousand cubic feet per 
barrel unless otherwise noted. This conversion ratio approximates relative heating values. The ratio is being adopted by more Canadian 
oil and natural gas companies and investment analysts and is more common outside of Canada, particularly in the United States. 


Forward-looking Statements 

Certain information regarding the Company contained herein may constitute forward-looking statements under applicable securities laws. 
Such statements are subject to known or unknown risks and uncertainties that may cause actual results to differ materially from those 
anticipated or implied in the forward-looking statements. 


ON THE COVER: The gyroscope featured on this year’s annual report is symbolic of the constant balancing of the Company’s 
assets. In 2000, Canadian Natural Resources Limited expanded into international areas to add additional light oil properties to 


its operations. 


Defined 
Profitable Growth 


In another year of tremendous growth, Canadian 


Natural Resources Limited expanded its strong base of 
Canadian operations into the international arena with 
the acquisition of Ranger Oil Limited. Ranger’s 
technical resource group, experienced in international 
operations, joined Canadian Natural’s team to assist the 
Company with the newly acquired base of producing 
assets in the North Sea, the United States and Offshore 
West Africa. 


Canadian Natural had already grown to be one of 
Canada’s largest independent oil and gas producers, an 
achievement based on adhering to its corporate strategy of 
complementary acquisition, exploration and exploitation. 
Canadian Natural has built a strong and diversified asset 
base in the Western Canadian Sedimentary Basin with 
a production base balanced between natural gas, light 
and medium oil, conventional heavy oil and thermal 


heavy oil. 


Canadian Natural is moving forward with tremendous 
growth opportunities in Canada, and a platform for 


growth internationally. 


HIGHLIGHTS 


2000 1999 1998 
FINANCIAL (millions of Canadian dollars, except per share data) 
Gross revenue Sis222.5 $ 1,286.8 $ 877.6 
Cash flow from operations attributable 
to common shareholders $ 1,883.6 O HERS $ 444.2 
Per share $ 16.14 $ 6.96 on 4:47 
Net earnings attributable to common shareholders $ 782.2 $ 200.2 $ 59.0 
Per share $ 6.70 $ 1.93 $ 0.59 
Net reserve replacement expenditures $ 2,817.4 $ 1,904.4 $ 581.0 
Long-term debt $ 2,454.5 $ 2,156.8 $1,425.5 
Shareholders’ equity $ 3,216.9 $ 1,892.0 $1,277.4 
OPERATING 
Daily production 
Crude oil and natural gas liquids (thousand barrels) 
North America 154.3 86.8 HO 
North Sea Wo - - 
_ Other International _ ' ‘ 25 eee = ie eee 
173.6 86.8 het 
Natural gas (million cubic feet) 
North America 792.9 HENC 672.6 
_ North Sea ; 7 peilo7 8 ee Ss 
794.4 721.0 672.6 
Barrels of oil equivalent (thousand barrels) 306.0 206.9 187.9 
Reserves, before royalties 
Crude oil and natural gas liquids (milion barrels) 
Proven 
North America 642.4 ISS 287.0 
North Sea 101.9 - - 
Other International = 66:1 ES ey = Do 
781.0 BISHS 287.0 
Probable 
North America 88.0 86.4 97.2 
North Sea 32.6 = - 
Other International ees 9.7 25.5 z - 
130.3 86.4 97.2 
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Natural gas reserves (billion cubic feet) 


2000 1999 1998 


Proven 
North America 2,360.1 DANS 1,905.2 
North Sea 91.3 - - 
Other International 65.4 = a 
he ere ie ae "25108 = 216s") 905.2 
Probable 
North America 402.1 364.2 SMOKS) 
North Sea 22.8 - - 
Other International 19.3 - - 
. dit 2. Ee Weer 444.2 3642 3105 
Barrels of oil equivalent (million barrels) 
Proven 1,200.5 917.4 604.5 
Probable 204.3 Area 149.0 
ou a eee 11,4048 10645 753.5 
Average Prices 
Crude oil and natural gas liquids (per barrel) 
North America $ 28.15 & 22,04 $ 12.93 
North Sea $ 44.61 $ = $ a 
Other International Ce ee oh 
$ 29.99 Sa21204 $ 12.93 
Natural Qa€&S (per thousand cubic feet) 
North America $ 4.53 $ 2.36 SS) Bale 
_NorthSea Sic COR hee et 
Si) 4,53 $ 2.36 ce 
Drilling activity (net wells) 
North America 812.3 WES 357.9 
North Sea 1.0 - - 
is oe ee oe = 813.3 O77 0 
Core undeveloped land holdings (thousands of net acres) 
North America 6,105 4,849 4,423 
North Sea 211 - - 
__Offshore West Africa 1,528. = - 
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LETTER TO SHAREHOLDERS 


The year 2000 developed into another exciting year for Canadian Natural 
with continued growth and creation of shareholder value. The financial 
and operating results achieved by our Company reached record levels, far 


surpassing the targeted levels set at the beginning of the year. 


Canadian Natural delivered returns on equity (32 percent) and capital 
employed (18 percent) that are in the top echelon of our competitive peer 
group. On a per share basis, the Company saw continued growth in our 
earnings, reserves and production of oil and natural gas. With our well- 
defined financial and operating principles and our firmly established 
growth strategies, Canadian Natural has a clear path to continued 


profitable growth. 


Our long-term growth strategy is based on ensuring financial strength and operational flexibility. Since being 
adopted in 1989, the success of this strategy has been based on fundamental principles of effective cost controls, 
manageable bank debt and a defined growth strategy. The central parameter of the growth strategy is to continue 
to build a diversified asset base which is balanced between heavy oil, light oil and natural gas. In 1999, we 
substantially increased our asset base through the acquisition of the oil assets of BP Amoco. In July 2000, we 
executed a further phase in our growth strategy with the acquisition of Ranger Oil Limited (“Ranger”). This 
acquisition not only expanded our operations in three of our core areas in Western Canada but also established a 
platform for international operations. Canadian Natural is now in an excellent position to assess and pursue 
opportunities as they arise in other parts of the world. 


The Ranger Acquisition 


The acquisition of Ranger has provided opportunities which are integral to Canadian Natural’s growth strategy. We 
hold a significant amount of undeveloped acreage and infrastructure in the traditional exploration and development 
areas of the Western Canadian Sedimentary Basin. While there remains tremendous opportunities for long-term 
growth in that basin, we determined that, from a broader perspective, it was also necessary to expand into areas 
with the potential to further support our strong financial and operational performance. Our criteria for taking such 
a step was to acquire an operating entity with international operations and near-term production to serve as a 
foundation for future growth. 
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Canadian Natural Management Team 
Standing: Allan Markin, Réal Doucet, Steve Laut, Philip Dimmock, Allen Knight, Brian Iiling, Réal Cusson 
Seated: Lyle Stevens, John Langille, Tim McKay. 


Ranger not only met our criteria, but there were definite synergies with our existing operations. The Canadian assets 
of Ranger, which accounted for over 50 percent of the acquisition value, were a strong strategic fit with our ongoing 
Canadian operations. Both companies shared natural gas production and knowledge of reservoirs in Northeastern 
British Columbia and South Central Alberta. Ranger’s heavy oil production area was contiguous with our operations 
in Eastern Alberta, which has created significant cost-saving opportunities. With the two operational bases 
combined, future heavy oil development and exploration can be conducted more efficiently and economically. In 
keeping with our strategy of maintaining a balanced production mix, Ranger’s international assets were 
predominantly light oil. 


Ranger also owned a 50 percent interest in a 150-mile insulated heavy oil pipeline transporting oil in our heavy oil 
corridor of Eastern Alberta. Subsequent to year-end, Canadian Natural acquired the other 50 percent interest, which 
is the first step for expanding our heavy oil operating activities to capture values beyond the production phase. 


Immediately following the closing of the acquisition, Ranger’s Canadian operations were integrated with Canadian 
Natural’s operating base and the international office began working together with our head office. We estimate 
overall cost savings of over $50 million annually from combining the companies. Internationally the Company has 
established two core regions - the United Kingdom sector of the North Sea and Offshore West Africa. These regions 
account for approximately 13 percent of our current production, but provide an important base for further growth 
in 2001 and beyond. 


2000 Highlights 

Canadian Natural’s cash flow for the year amounted to $1.9 billion or $16.14 per common share. This level of cash 
flow was more than 2.5 times 1999 cash flow of $723 million ($6.96 per common share). As importantly, we 
continued to be at the top of our peer group when converting cash flow into earnings, with earnings amounting to 
42 percent of cash flow. Total earnings attributable to common shareholders for the year amounted to $782 million 
or $6.70 per common share, approximately four times the record earnings of $200 million ($1.93 per common 
share) reached in 1999. These strong financial results are due to record high production volumes of oil and natural 
gas, together with increased amounts realized after royalties and operating costs from the sale of these products. 
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Average production volumes for 2000 were up 48 percent over 1999 to 306,000 barrels of oil equivalent per day, 
which exceeded the upper end of Canadian Natural’s targeted range of volumes for the year. Daily oil production 
doubled to a yearly average of over 173,000 barrels, while the net amount realized for each barrel of oil grew by 
48 percent to $20.56. Sales of natural gas increased 10 percent to average 794 million cubic feet per day, with 
the net realized amount growing by 94 percent to $3.01 per thousand cubic feet. The average sales price received 
for a barrel of oil in 2000 was $29.99, while the sales price for natural gas increased to an average of $4.53 per 
thousand cubic feet. Cash flow per barrel of oil equivalent increased 76 percent to $16.86 per barrel of oil 
equivalent in 2000. This level of cash flow per barrel of oil equivalent enabled Canadian Natural to exceed its 
targeted recycle ratio of two times with an actual recycle ratio of 2.7 times. 


Year-end proven and probable reserves of oil and natural gas exceeded 1.4 billion barrels of oil equivalent, comprised 
of 900 million barrels of oil and 3 trillion cubic feet of natural gas. This represented a 16 percent increase in natural 
gas reserves and a 42 percent increase in oil reserves from the beginning of the year. The net present value of these 
reserves at a 10 percent discount factor is in excess of $12 billion. The production life of these reserves is 13 years 
on a barrel of oil equivalent basis, with the natural gas reserve life at 10 years and oil reserves at 14 years. 


Proven reserves, which account for over 85 percent of the total reserves, grew over 30 percent to 1.2 billion barrels 
of oil equivalent. At the end of 2000, approximately 35 percent of the proven reserves were classified as proved 
undeveloped reserves, reflecting the large strategic base of assets held by Canadian Natural in Canadian oil sands 
leases. No reserves were recorded for our 100 percent interest in oil sands leases at the newly named Project 
Horizon oil sands project (formerly known as Mic Mac) in the Fort McMurray area of Alberta. 


In 2000, Canadian Natural replaced, on a barrel of oil equivalent basis, more than four times its production. Natural 
gas production was replaced by reserve additions equal to 2.4 times year 2000 production, while reserve additions 
replaced oil production by more than five times. This reserve replacement was achieved at an all-inclusive finding 
and developing cost of $6.23 per barrel of oil equivalent. 


Clear Path to Profitable Growth 


Canadian Natural has consistently delivered value and growth by adhering to our long-term growth plan. With the 
overriding focus of maintaining balance sheet strength, this plan incorporates a defined strategy that balances 
exploration and acquisitions with the cost-effective exploitation of producing assets. We focus on core areas where 
we understand the limitations and extent of both the area and the product produced. We strive to operate all our 
drilling and production activities with 100 percent working interests. This concentration provides maximum flexibility 
to drive our own agenda for the timing and extent of our exploration and development plans. 


Our strategy of maintaining balance sheet strength and capital discipline was evident in 2000 as we allocated funds 
to pay down our debt without affecting our production growth. In the second half of the year, we repaid more than 
$750 million of debt from cash flow that exceeded our planned capital expenditures. Our net indebtedness of 
$2.5 billion at December 31, 2000 represents 1.3 times our cash flow for 2000 and only 1.1 times the annualized 
fourth-quarter cash flow. In addition, our debt to book equity ratio fell to under 50 percent, at 44 percent, and 
the fixed-rate portion of our debt increased to 23 percent of total debt as compared to only 6 percent at the end 
of 1999. 


We have established a well-defined asset base with a balanced production mix. Our forecasted production in 2001 
on a barrel of oil equivalent basis will be 39 percent natural gas, 30 percent light and medium oil, 20 percent 
conventional heavy oil and 11 percent heavy oil from thermal operations. In addition, we own assets not typically 
associated with exploration and development companies. These assets include two operating oil sales pipelines and 
a 50 percent interest in an electrical co-generation facility, which sells excess electricity into the Alberta electrical 
grid, aS well as an interest in an oil pipeline currently under construction. This balanced asset 
and production base gives us flexibility to allocate capital expenditures to projects that can provide the greatest 
long-term value for Canadian Natural. This flexibility also allows us to respond quickly to opportunities as they arise. 
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Canadian Natural has a strong inventory of projects targeting defined growth over both the short and longer term. 
Growth in natural gas production will be developed throughout our traditional core areas in Western Canada. 
Canadian oil production growth in 2001 will come from the low cost heavy oil region at Pelican Lake and the long 
life reserves at Primrose in Alberta. International oil production growth in 2001 will be concentrated in the North 
Sea with the completion of permanent production facilities at Kyle and the re-commencement of production from 
the Banff field, after repairs were made to the Floating Production Storage and Offtake vessel. In 2002, oil 
production growth will continue from further development drilling at Kyle in the North Sea and development work 
being carried out in 2001 at the Espoir field in Cote d'Ivoire. 


Our longer-term asset base also continues to expand. At the Alberta government land sale held in December 2000, 
we acquired additional oil sands acreage adjacent to our oil sands project located north of Fort McMurray, Alberta. 
These additional lands will enhance the long-term growth strategy from the oil sands segment of our business and 
augment the orderly development of our leases. With this additional acquisition we now hold over 96,000 acres in 
the area. The lands are conducive to production of oil using both surface mining technology, as well as in-situ 
recovery processes. We are proceeding with the preparation of the necessary regulatory approvals, scoping and 
feasibility studies required for ongoing development of this project. 


2001 Outlook 


Production in 2001 is forecast to average 350,000 to 360,000 barrels of oil equivalent per day. Oil production will 
average 215,000 to 225,000 barrels per day, while natural gas production will average 825 to 850 million cubic 
feet per day. Using commodity prices in line with the current pricing assumptions in the futures markets, we expect 
to generate cash flow in excess of $2.3 billion. 


Our capital expenditures for 2001, including a $250 million provision for acquisitions in the normal course of 
business, will be $1.5 billion. Of this total expenditure, approximately 15 percent is allocated to operations outside 
Canada, $30 million is directed to the Project Horizon oil sands development and $50 million is apportioned to 
pipelines and other midstream assets. The balance of the expenditures will be for exploration and development 
activities in Canadian Natural’s core areas in Western Canada. 


The excess of cash flow over planned capital expenditures will be directed to repayment of bank debt and a return 
to shareholders in the form of a dividend payment pursuant to the Company’s recently established dividend policy. 
In addition, in January 2001, the Board of Directors approved a normal course issuer bid to re-purchase common 
shares of Canadian Natural on the open market. To the end of February 2001, a total of 604,900 common shares 
have been acquired by the Company under the bid. 


Welcome and Thank You 


We take this opportunity to welcome those employees formerly with Ranger who have continued with Canadian 
Natural and all the employees who have joined the Company in the last year. Our success would not be possible if 
it were not for the dedication of our directors and employees acting together with our mission — “to develop people 
to work together to create value for the Company’s shareholders with fun and integrity”. Their continuing efforts 
ensure Canadian Natural will meet or exceed its targets and continue to achieve our goal of creating long-term 
shareholder value. 


On behalf of the Board of Directors, 
John G. Langille Allan P. Markin ° 


President Chairman 
March 20, 2001 
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OPERATIONS 


With the acquisition of Ranger Oil Limited, Canadian Natural acquired 


a presence in oil and natural gas operations outside Canada. 


We continued to achieve growth in all facets of our operations. 


Undeveloped Land 


Canadian Natural continued to increase its undeveloped lands in Canada with undeveloped net acreage growing 
15 percent to 6.3 million net acres from 5.5 million net acres in 1999. This acreage was added in the Company’s 
core regions. A significant core landholding is a main ingredient in establishing a long-term, profitable program of 
exploration and exploitation of oil and natural gas reservoirs. 


Canadian Landholdings 


(thousands of acres) 2000 1999 
Gross Net Average Gross Net Average 
Acres Acres Interest % Acres Acres Interest % 
Developed 4,345 3,398 78 3,961 3,151 80 
Undeveloped 7,615 6,276 82 6,231 5,439 87 


Total 11,960 9,674 81 10,192 8,590 84 


The acquisition of Ranger moved the Company into new areas of international operation. The acquisition established 
an undeveloped land base for Canadian Natural in new operating areas in the North Sea and Offshore West Africa. 


Reserves Canadian Undeveloped Landholdings 
(%) (%) 


N. Central N.E.B.C./ N. Central N.E.B.C./ 
Alberta 17.5% N.W. Alberta 13.0% Alberta 37.9% N.W. Alberta 23.0% 


S. Central 
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W. Saskatchewan 
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W. Saskatchewan 
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re Oil Sands 
yo! 0 
U.K/ 3.8% 5 Central other Williston 
North Sea Alberta 8.6% ~""*" Basin 5.9% 
10.9% Cite 


CANADIAN NATURAL RESOURCES ANNUAL REPORT 2000 


The undeveloped land is situated in the following core regions: 


Net Undeveloped Land 


(thousands of net acres) 2000 1999 
Northeastern British Columbia/Northwestern Alberta 1,442 1,258 
North Central Alberta 2,378 PES 
Alberta Oil Sands 221 - 
Eastern Alberta/Western Saskatchewan 1,090 695 
South Central Alberta 539 216 
Williston Basin 369 445 
United States Gulf Coast 66 - 
United Kingdom North Sea 211 - 
Offshore West Africa 1,528 - 
Seismic 


With the Company’s emphasis on internally-generated prospects, both two- and three-dimensional seismic are an 
important key to success. In Canada, Canadian Natural invested $26.9 million in 2000 to acquire new seismic data 
and to purchase and reprocess existing data. In total, the Company shot 2,900 kilometres of conventional seismic, 
and 34 square kilometres of three-dimensional data. Canadian Natural also purchased in excess of 12,000 
kilometres of conventional seismic and 135 square kilometres of three-dimensional data. 


Internationally, Canadian Natural uses seismic extensively to determine the viability of its exploration prospects. Since 
commencing operations outside Canada, the Company has been actively involved in seismic programs covering over 
51,000 kilometres of conventional seismic and over 4,100 square kilometres of three-dimensional data. 


Crude Oil and NGLs Production Natural Gas Production 
(%) (%) 


N. Central N.E.B.C./ N. Central N.E.B.C./ 
Alberta 20.1% N.W. Alberta 7.2% Alberta 37.8% N.W. Alberta 37.8% 


Eastern Alberta/ 
W. Saskatchewan 
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Alberta 4.2% 


Williston Basin 3.9% 

U.S. 0.2% 
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S. Central Williston 
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Drilling Activity 


Canadian Natural’s strategic philosophy is to drill in areas where the Company has a high degree of geological and 
technical knowledge. It is also the Company’s strategy to operate all of its wells, and to own a significant percentage 


of such wells. 


In 2000, Canadian Natural drilled a total of 813.3 net wells resulting in 408 natural gas wells, 333 oil wells and 38 


injector or stratigraphic wells for an overall success rate of 96 percent. 


Drilling Activity 
2000 

(number of wells) Gross Net 
Natural gas 474 408.1 
Oil 375 333.1 
Injection/strat tests 42 37.7 
Dry 46 34.4 
Total 937 813.3 
Success Rate 96% 


Gross 
481 
229 

1 
54 
(aks) 


Net 
457.6 
Plies) 

8.9 
49.3 
127.3 
938% 


Net 
193.2 
106.5 

15.5 
42.7 
357.9 
88% 


Of the total wells drilled in 2000, 810 net wells were drilled in Canada with 808 located in the Company’s core 
regions. Shallow natural gas wells in the Company’s South Central Alberta region accounted for 232 wells, while 76 
natural gas wells were drilled in Northeastern British Columbia, five were drilled in Eastern Alberta, and a further 
94 were drilled in North Central Alberta. Of the total oil wells drilled in Canada, 172 were heavy oil wells in the 
Eastern Alberta region, including Primrose, 119 were oil wells at Pelican Lake and 40 light oil wells were drilled in 


Northeastern British Columbia, Northwestern Alberta and the Williston Basin. 


Internationally, the Company participated in 3.3 net wells after acquiring Ranger, of which 2.3 net wells were in the 


United States. 


Natural Gas Production (mmcf/d) 
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Drilling Activity by Core Region 


(net wells) 2000 1999 
Northeastern British Columbia/Northwestern Alberta 103.1 Moat 
North Central Alberta 244.6 158.6 
Eastern Alberta/Western Saskatchewan 210.1 136.3 
South Central Alberta 238.0 344.6 
Williston Basin 225) 14.4 
United States Gulf Coast a3 - 
United Kingdom North Sea 1.0 = 


Production and Sales 


Average production volumes for the year 2000 increased 48 percent over 1999 to 306,000 barrels of oil equivalent 
per day, which exceeded the upper end of Canadian Natural’s targeted range of volumes. Natural gas production 
Climbed 10 percent to an average 794 million cubic feet per day. Production from the Northeastern British 
Columbia/Northwestern Alberta region increased 20 percent to average 300 million cubic feet per day. Production 
from the North Central Alberta region also amounted to 300 million cubic feet per day, consistent with the prior year. 
The shallow natural gas area of South Central Alberta contributed production of 150 million cubic feet per day, a 
12 percent increase from 1999. 


Oil production averaged 173,591 barrels per day, more than double the oil production achieved in the prior year. 
Production from the heavy oil area of Eastern Alberta/ Western Saskatchewan more than doubled to average 91,000 
barrels of oil per day. Low cost production from Pelican Lake also doubled to an average of 35,000 barrels per day. 
Light oil production equal to 38,000 barrels per day for the second half of the year was contributed by producing 
fields in the North Sea and Offshore West Africa. Production of light oil in the fourth quarter of the year was reduced 
due to the sale, effective October 1, 2000, of approximately 3,000 barrels per day from Canadian non-operated 
properties and the planned short-term curtailment of production from the Banff and Kyle fields in the North Sea. 


Crude Oil and Liquids Reserves (mmbbls) 


Probable 


0 Proven 


384 


351 
191 | | 
96 Mi 98 
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Reserves and Reserve Replacement 


The majority of Canadian Natural’s reserves at the end of 2000 were evaluated by independent outside engineers 
and reviewed by the Reserve Committee of the Board of Directors. Year-end proven and probable remaining reserves 
of oil and natural gas exceeded 1.4 billion barrels of oil equivalent, comprised of 900 million barrels of oil and three 
trillion cubic feet of natural gas. This was a 16 percent increase in natural gas reserves and a 42 percent increase 
in oil reserves from the beginning of the year. The net present value of these reserves at a 10 percent discount 
factor is in excess of $12 billion. The production life of these reserves is 13 years on a barrel of oil equivalent basis, 
with a natural gas reserve life of 10 years and an oil reserve life of 14 years. 


Proved reserves, which account for over 85 percent of the total reserves, grew over 30 percent to 1.2 billion barrels 
of oil equivalent. At the end of 2000, approximately 35 percent of the proven reserves were Classified as proved 
undeveloped reserves, reflecting the large strategic base of assets held by Canadian Natural in Canadian oil sands 
leases. The proportion of Canadian undeveloped reserves has remained constant from the prior year with 18 percent 
of the natural gas reserves and 42 percent of the oil reserves being classified as undeveloped. No reserves were 
recorded for Canadian Natural’s 100 percent interest in oil sands leases at Project Horizon (formerly known as Mic 
Mac) in the Fort McMurray area of Alberta. 


In 2000, Canadian Natural replaced, on a barrel of oil equivalent basis, more than four times its production. Natural 
gas production was replaced by reserve additions equal to 2.4 times natural gas production, while oil production 
was replaced with reserve additions greater than five times oil production during the year. This reserve replacement 
was achieved at an all inclusive finding and development cost of $6.23 per barrel of oil equivalent. 


Reserve Reconciliation 


North America North Sea Other International Total 
Crude oil and liquids (mbbls) 
Proven Reserves 
Reserves, January 1, 1999 287,005 = = 287,005 
Discoveries and purchases 289,223 = - 289,223 
Property disposals (110) = ~ (110) 
Production (31,664) - - (31,664) 
Revisions of prior estimates 9,102 - - 9,102 
Reserves, January 1, 2000 553,556 - = 553,556 
Discoveries and purchases 144,338 105,453 36,046 285,837 
Property disposals (15,135) - - (15,135) 
Production (56,485) (6,298) (756) (63,534) 
Revisions of prior estimates 16,135 PTESO) 1,400 20,285 
Reserves, January 1, 2001 642,409 101,910 36,690 781,009 
Probable Reserves 
Reserves, January 1, 1999 97,188 - - 97,188 
Discoveries and purchases 408 - - 408 
Property disposals (45) - - (45) 
Revisions of prior estimates (11,183) = — (11,183) 
Reserves, January 1, 2000 86,368 - - 86,368 
Discoveries and purchases 21,765 34,850 8,790 65,405 
Property disposals (9,512) - - (9,512) 
Revisions of prior estimates (10,580) (2,300) 900 (11,980) 
Reserves, January 1, 2001 88,041 32,550 9,690 130,281 
Total Reserves 730,450 134,460 46,380 911,290 
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Reserve Reconciliation (continued) 


North America North Sea Other International Total 
Natural gas (mmcf) 
Proven Reserves 
Reserves, January 1, 1999 1,905,194 = = 1,905,194 
Discoveries and purchases 564,941 - - 564,941 
Property disposals (19,883) - - (19,883) 
Production (263,165) - - (268,165) 
Revisions of prior estimates (4,018) - - (4,013) 
Reserves, January 1, 2000 2,183,074 - - 2,183,074 
Discoveries and purchases 516,923 88,711 64,000 669,634 
Property disposals (41,081) - - (41,081) 
Production (290,190) (651) - (290,741) 
Revisions of prior estimates (8,626) 3,200 1,390 (4,036) 
Reserves, January 1, 2001 2,360,100 91,360 65,390 2,516,850 
Probable Reserves 
Reserves, January 1, 1999 310,547 = = 310,547 
Discoveries and purchases 67,567 = = 67,567 
Property disposals (7,185) - - (7,185) 
Revisions of prior estimates (6,686) ~ - (6,686) 
Reserves, January 1, 2000 364,243 - - 364,243 
Discoveries and purchases 63,310 21,280 3,700 88,290 
Property disposals (4,480) - - (4,480) 
Revisions of prior estimates (20,931) 1,500 15,560 (3,871) 
Reserves, January 1, 2001 402,142 22,780 19,260 444,182 
Total Reserves 2,762,242 114,140 84,650 2,961,032 


Canadian Natural retains independent petroleum engineering consultants Sproule Associates Limited (for the 
Canadian assets), Ryder Scott Company (for the United States assets) and AEA Technology (for the international 
assets), to evaluate the Company’s proven and probable oil and natural gas reserves and prepare Evaluation 
Reports on the Company’s total reserves. For the year ended December 31, 2000, the independent evaluators’ 
reports covered 98 percent of the Company reserves with the Company internally evaluating the remaining 
two percent, which are generally comprised of reserves in properties not currently strategic to the core 
business areas. Sproule’s report covers 98 percent of the Canadian reserves, which corresponds to 
82 percent of the Company’s total reserves. The Board of Directors of the Company has a Reserve Committee 
which met with Sproule and carried out independent due diligence procedures as to the Company’s Canadian 
reserves. Canadian Natural’s reserves before royalties are summarized in the following tables: 


Reserve Evaluation 


Company interest reserves Present value before tax 

as at January 1, 2001 before royalty of future cash flow ($ millions) ") 
Crude oil Liquids Natural gas 10% 15% 

(mbbls) (mbbls) (mmcf) $ $ 

Proven © 765,771 15,238 2,516,850 11,274 9,622 
Probable © 125,675 4,606 444,182 822 656 
Total January 1, 2001 891,446 19,844 2,961,032 12,096 10,278 
Total January 1, 2000 619,417 20,507 2,947,317 7,166 5,885 
Change +44% -3% +16% +69% +75% 


ANNUAL REPORT 2000 CANADIAN NATURAL RESOURCES {7 


Reserve Evaluation (continued) 


1. Value includes additions for processing revenue, the Alberta Royalty Tax Credit and the value of the corporate capital gas 
cost allowance and is reduced for United Kingdom income tax and estimated abandonment costs associated with North Sea 


producing assets. 


2. The proven reserves are categorized as follows: 


Crude oil Natural Present Value before tax 
& liquids gas of future cash flow ($ millions) 
(mbbls) (mmcf) 10% 15% 
Proven developed producing 402,977 1,725,915 8,160 7,160 
Proven developed non-producing 46,748 242,689 838 700 
Proven undeveloped 331,284 548,246 US 1,762 
781,009 2,516,850 11,274 9,622 


3. Value of the probable reserves are reduced by 50 percent to account for risk. 


4. Future oil price forecasts used in the Evaluation Report were based on Sproule’s January 1, 2001 pricing model and adjusted for 
quality of reserves, while future natural gas price forecasts were provided by the Company based on existing and forecasted 


future gas marketing arrangements entered into by the Company. The prices used in the Evaluation Reports are as follows: 


y Company WTI at Cushing Edmonton 
Average Price Oklahoma Par Price Brent UK 
(Cdn$ per bbl) (US$ per bbl) (Cdn$ per bbl) (US$ per bbl) 
As at December 31, 2000 
2001 28.52 28.20 41.87 26.60 
2002 26.41 24.41 35.85 22.78 
2003 23.64 PN AZ 30.44 19.47 
2004 23.64 21.44 30.95 19.76 
2005 23.59 21.76 30.96 20.06 
As at December 31, 1999 
2000 20.53 20.00 27.51 = 
2001 19.42 20.30 27.13 = 
2002 18.80 20.60 27.15 = 
2003 18.97 20.91 27.56 = 
2004 19.24 21.28 27.98 = 
Natural Gas 
Company Company 
Company Henry Hub Alberta British Columbia 
Average Price Louisiana blended blended 
(Cdn$ per mcf) (US$ per mmbtu) (Cdn$ per mmbtu) (Cdn$ per mmbtu) 
As at December 31, 2000 
2001 8.78 6.34 8.40 9.02 
2002 6.00 4.56 5.87 6.09 
2003 4.99 3.88 4.91 4.98 
2004 4.78 3.73 4.76 4.59 
2005 4.69 3.63 4.75 4.34 
As at December 31, 1999 
2000 3.14 2.56 3.05 3.04 
2001 3.12 2.53 3.04 3.04 
2002 3.22 2.62 3.14 3.11 
2008 3.31 2.73 3.24 3.18 


2004 3.40 2.82 3.33 3.28 
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MARKETING 


Natural Gas 


The average North American natural gas price of US $3.91 per mmbtu for 2000 was up 72 percent over 1999 as 
measured by the NYMEX benchmark price. The relatively mild weather experienced in the first quarter of 2000 
resulted in an average price of US $2.49 per mmbtu, which was followed by very strong demand from the electrical 
generation segment for the rest of the year. Spot prices in the fourth quarter were extremely volatile due to strong 
weather-related demand. December spot prices exceeded US $10.00 per mmbtu in several markets and reached US 
$45.00 per mmbtu at the California borders. 


Canadian prices followed a similar pattern and the 2000 average Alberta price improved 69 percent over 1999 to 
$5.02 per mmbtu. The Alliance Pipeline started up in December and is providing 1.3 billion cubic feet per day of 
incremental export capacity for Western Canadian natural gas, which should strengthen domestic prices even more 
as they should track the American prices more closely. Additional export pipeline projects are being proposed for 
2002 to serve growing demand in the Pacific Northwest and California. 


The record 8,933 natural gas wells completed in the Western Canadian Sedimentary Basin in 2000 were barely 
sufficient to offset the normal declines from existing producing wells and maintain a flat overall average production 
level for the year. Similarly, the 15,206 natural gas completions in the United States netted a marginal increase in 
dry natural gas production of one percent compared to the previous year. 


The volume of Canadian Natural’s natural gas sales in 2000 increased by 10 percent over 1999 to 794 million cubic 
feet per day and the average realized price at the wellhead was up 92 percent to $4.53 per thousand cubic feet. 
The portfolio of direct sales represented 76 percent of the total volume with the remaining 24 percent split among 
the main supply aggregators to which the Company has dedicated reserves. During the year 2000, 83 percent of 
the Company’s natural gas sales were floating at prevailing market prices. 


The current market fundamentals highlight a very tight supply environment with natural gas storage levels at their 
lowest in the last five years and West Coast water reservoirs running close to their minimum operating levels. The 
annual growth for natural gas demand in North America is forecasted at two percent for next year, driven by a very 
strong electrical generation sector. The major new sources of natural gas from the Arctic and the Canadian East 
Coast are still several years away from reaching markets. These fundamentals suggest a very robust pricing 
scenario over the next several years for Canadian Natural’s natural gas production which, in 2001, will amount 
to 825 to 850 million cubic feet per day. In 2001, 87 percent of Canadian Natural’s natural gas sales will receive 
the prevailing market price. The other 13 percent of the Company’s natural gas sales will receive a fixed price 
of $2.93 per thousand cubic feet. 
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Crude Oil 


Crude oil prices continued their spectacular recovery in 2000 with the annual average price up 57 percent over 
1999 to US $30.20 as measured by the North American benchmark crude West Texas Intermediate (WTI). Increased 
demand for motor gasoline and distillates in the American markets and better discipline from OPEC producers 
caused inventories to be drawn down to their minimum operating levels which resulted in volatile pricing often 
peaking over US $32.00 per barrel. 


The shortfall of refined products in 2000 allowed refinery margins to recover from their abysmal level of US $2.00 
in 1999 to US $8.00 per barrel and contributed to the American decision to release some 30 million barrels of 
primarily light sweet crude oil from the US strategic reserves in November. The OPEC countries responded with 
increased volumes in the fourth quarter most of which were heavier crude types. The above factors contributed to 
a widening of heavy oil differentials to WTI which averaged US $8.23 per barrel for Lloyd blend for the year. 


Canadian Natural’s average crude oil production for 2000 increased by 100 percent over 1999 to 173,591 barrels 
per day. The Company’s overall production mix was made up of 45 percent light and medium oil, 52 percent heavy 
oil (15° API or less) and three percent natural gas liquids. There were no pipeline constraints during the year and 
diluents used for heavy oil blending were available, although they became progressively more expensive throughout 
the year. 


The Company realized an overall average wellhead price of $29.99 per barrel in 2000, up 43 percent from the 
previous year. Canadian Natural plans significant growth in its liquids volumes for 2001. Total annual production is 
expected to average 215,000 to 225,000 barrels per day, comprised of 47 percent light and medium oil, 51 percent 
heavy oil and two percent natural gas liquids. 


The market fundamentals are still strong for the oil business in 2001. World inventories are just starting to rebuild 
from minimum operating levels and OPEC producers are seemingly determined to maintain prices around US 
$25.00 per barrel for WTI. The Company expects OPEC to agree to further reductions in their production volumes 
as needed to maintain that level of pricing. Canadian Natural expects that any reduction would be accomplished 
primarily by cutting out heavier grades of crude oil, which would help reduce differentials for Canadian heavy oil. 


Canadian Natural has taken steps to further improve the economics for its heavy oil production. The Company now 
owns 100 percent of the Echo Pipeline which can transport up to 58,000 barrels per day of raw bitumen from its 
producing fields to Hardisty and 15 percent of the Cold Lake Pipeline Partnership that transports 220,000 barrels 
per day of blended bitumen from Primrose to either Edmonton or Hardisty. These strategic investments, along with 
our 62 percent interest in the Pelican Lake Pipeline with a capacity of 150,000 barrels per day, will further reduce 
our overall transportation costs to markets. Canadian Natural is also exploring the potential for strategic alliances 
with refiners to gain access to increased conversion capacity for its heavy oil grades. 
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ENVIRONMENT, HEALTH AND SAFETY 


Environment 


Canadian Natural is committed to protecting the natural environment through the application of sound operational 
practices, consistent regulatory compliance and minimization of corporate environmental liability. 


To meet these objectives, the Company has implemented and maintains an Environmental Management Plan, which 
in conjunction with Environmental Operating Guidelines, insures minimum impact to the environment. 


Regularly scheduled audits and inspections of Company operated properties are undertaken yearly, with 275 
assessments in 2000. An active decommissioning, reclamation and abandonment program is continually 
maintained. In the year 2000, Canadian Natural abandoned 372 wells in Canada. 


Canadian Natural has been an active member of the Voluntary Challenge for reducing greenhouse gas emissions 
since 1996, and has been successful in reducing its production carbon intensity (PCI) and production energy 
intensity (PEl) each year. In the year 2000, as a prudent operator, Canadian Natural has implemented gas 
conservation programs that will reduce over one million tonnes of CO, equivalent emissions per year. 


Ongoing public involvement is an important focus to continue to operate effectively, and for the successful 
implementation of new projects. Along with ongoing individual and community consultations, regional multi- 
stakeholder working groups are becoming effective processes for addressing cumulative effects issues. 


Health and Safety 


Canadian Natural’s Health and Safety Program integrates health and safety into all aspects of its operations. 
Through the Company’s Comprehensive Safety and Emergency Response Manual and the Employee Guide to 
Accident Prevention, Canadian Natural has been able to educate our workers to help meet our goal of zero loss time 
accidents. The Company has further developed an in-house Health and Safety Management System to enhance our 
monitoring and help in planning future programs. 


In the year 2000, Canadian Natural developed and implemented a site supervisor safety training course. This course 
was made mandatory for all field operations personnel working for Canadian Natural. Since its inception, over 900 
individuals have been trained in site safety. 


Canadian Natural, through its safety program, also regularly audits its major facilities. In the year 2000, 90 audits 
were completed. These audits are completed to help our operations people to reduce the risk of accidents to 
individuals, environment and properties. 
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REVIEW OF ASSETS 


Canadian Natural’s core operating areas are located in the Western 
Canadian Sedimentary Basin, the North Sea and Offshore West Africa. 
These core areas comprise production of natural gas, light oil, medium oil, 
conventional heavy oil, and thermal heavy oil and provide short-term and 


long-term growth opportunities. 


Assets such as oil pipelines and a co-generation plant have been added to 


Canadian Natural’s asset base to provide further balance to its operations. 


CANADIAN NATURAL RESOURCES ANNUAL REPORT 2000 


Major Properties Reserves and Values 

(as at January 1, 2001) Crude oil and NGLs Natural gas Value* 
Region mbbls % mmcf % $ millions % 
North America 

Northeastern British Columbia/ 


Northwestern Alberta 833255 3.6% 893,192 30.2% 2,390 19.8% 
Eastern Alberta/Western Saskatchewan 542,408 59.6% ONS 6.0% 305i 25.3% 
North Central Alberta 99,062 10.9% 880,000 29.7% 3,195 26.4% 
South Central Alberta 22,184 2.4% 645,740 21.8% 1,624 13.4% 
Williston Basin 25,672 2.8% 17,638 0.6% 202 2.2% 
Other Canada LACS 0.8% 122,023 4.1% 364 3.0% 
Alberta Royalty Tax Credit and 

Corporate Capital Gas Cost Allowance 83 0.7% 
United States Gulf Coast 764 0.1% 27,862 0.9% 107 0.9% 
Total North America 780,450 80.2% 2,762,242 93.3% 11,086 91 7% 
International 
North Sea 134,460 14.7% 114,140 3.8% 815 6.7% 
Offshore West Africa 46,380 5.1% 84,650 2.9% 195 1.6% 
Total International 180,840 19.8% 198,790 6.7% 1,010 8.3% 


Total Company 911,290 100.0% 2,961,032 100.0% 12,096 100.0% 


* Estimated future net revenues as evaluated in the Reserve Evaluation (page 17). 


Natural Gas 


Canadian Natural is one of the largest independent producers of natural gas in North America and a dominant 
producer in Canada. The majority of the Company’s natural gas production is in Western Canada, with small 
volumes from the North Sea and offshore in the United States Gulf Coast. Natural gas production in 2000 averaged 
794 million cubic feet per day and accounted for 43 per cent of the Company’s overall production on a barrel of oil 
equivalent basis. 


Canadian Natural’s strategy is to combine a balance of exploration, development and exploitation projects ranging 
from shallow gas drilling to deeper, high impact gas targets. 


The Company’s North Central Alberta region is characterized by low risk, multi-zone drilling to depths up to 3,000 
feet. Profitability in the area is increased by the Company’s large infrastructure which provides for efficient well 
development, including minimization of tie-in and operating costs. The region accounted for 300 million cubic feet 
per day of natural gas production in 2000. 


Canadian Natural’s deeper gas plays are concentrated in the Northeastern British Columbia/Northwestern Alberta 
region. Targets in this region are typically up to 5,000 feet, but yield large reserves and have lower production 
decline rates than in the Company’s other areas. Production of natural gas from this region grew from 250 million 
to 300 million cubic feet per day in 2000. Operating costs are controlled by the Company’s strategy of dominating 
the land base and infrastructure. 
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Shallow gas drilling is concentrated in South Central Alberta which is characterized by low risk drilling, low 
operating costs and extensive existing infrastructure. Unlike the Company’s other two regions, which have areas 
with winter access only, drilling can take place year round. In 2000, production from this area averaged 150 million 
cubic feet per day of natural gas, a 12 percent increase over the prior year. 


In mid 2000, the Company acquired 450 sections of land in the Colville Hills area of the Northwest Territories and 
is commencing a seismic program to evaluate these lands. In 2001, Canadian Natural has budgeted to spend $290 
million for natural gas exploration and development. Exploration activities include exploring the deeper portion of 
the basin in British Columbia and Northwestern Alberta. 


Light Oil 
Light oil accounted for 18 percent of Canadian Natural’s overall production in 2000 and, with the acquisition of 


Ranger properties, volume increases are expected in 2001. Half of the Company’s light oil comes from Western 
Canada, with the other half being produced in the North Sea and Offshore West Africa. 


In Canada, light oil drilling activities in 2000 were focused in Southeastern Saskatchewan and Northeastern British 
Columbia. In addition, Canadian Natural continues to optimize oil recovery from known reservoirs of light oil in its 
core regions. This program includes further downspacing and in-fill drilling, complemented by the application of 
advanced innovative technology in waterflood implementation and optimization, horizontal drilling and other 
production techniques. 


In the North Sea, a Ranger operated well was drilled at Kyle and tested at 10,000 barrels of oil per day and 13 
million cubic feet per day of gas. The Company has a 40 percent interest in the well which will be tied in during 
the second quarter of 2001 at an estimated production rate, net to the Company, of 7,000 barrels per day and 5 
million cubic feet of natural gas per day. At the Banff field, problems with the Floating Production Storage and 
Offtake vessel are being resolved by the contractor and production is also expected to be back onstream in the 
second quarter of 2001 at a net production rate of 5,000 barrels of oil per day. 


North Sea 


A. Ninian Field 


B. Columba Fields 


C. Pierce Field 
D. Banff Field 


E. Kyle Field 
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Heavy Oil 


Canadian Natural has become a dominant producer of heavy oil with extensive operations using both primary and 
thermal production techniques. Heavy oil and Pelican Lake production accounted for 39 percent of overall 
production in 2000 on a barrel of oil equivalent basis. 


Typical Operating Parameters 


Initial Reserves Operating Recovery 

Rate per well bbl/d Per Well MMSTB Costs $/bbl (1) API° Factor % 

Primary-Bonnyville 50 — 150 100 — 200 5.50 12-14 3-20 
Pelican Lake Horizontal 200 — 400 200 — 500 2.00 14-17 = 12 
Thermal Cyclic Primrose 100 — 400 450 — 900 6.66 11 18 — 25 
Thermal SAGD 400 — 600 750 — 1000 7.50 9 60 — 80 


(1) Assumes AECO gas price of $5.00 per thousand cubic feet. 


Heavy Oil Leases 
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Primary — Bonnyville 


Primary heavy oil production is also known as cold production. Under this technique, the energy required to flow the 
heavy oil to the wellbore comes from solution gas. Recovery by this method ranges from three to 20 percent of the 
original oil-in-place, depending on the amount of solution gas and the viscosity of the oil. 


Canadian Natural continues to be a low cost producer of heavy oil, a key component in maintaining profitability. This 
has been achieved by holding a dominant position that includes having built a significant land base and an extensive 
facility infrastructure of batteries and disposal facilities. Lands acquired in the Ranger acquisition were also located 
in this area, with much of their land being contiguous to Canadian Natural’s holdings. The Company’s production of 
primary heavy oil, amounts to approximately 60,000 barrels per day. As part of the acquisition of Ranger, the 
Company also acquired a 50 percent interest in an oil transportation pipeline and in 2001 acquired the remaining 
50 percent. This pipeline will enhance further development of Canadian Natural’s extensive holdings in this area. 


Pelican Lake 


One of the Company’s most significant producing properties under development is Pelican Lake in North Central 
Alberta. Activities in 2000 included the drilling of 119 horizontal wells which were producing an average of 157 
barrels of oil per well per day at the end of the year. In addition, gas conservation facilities were improved and the 
Company now sells approximately 25 million cubic feet per day of natural gas from this property. Operating costs 
in this area are low due to no sand production or disposal requirements, the gathering and pipeline facilities in place, 
and negligible water production and disposal. 


In 2001, Canadian Natural has added to its holdings in this area through the acquisition of additional producing 
lands adjacent to its existing holdings. After this acquisition Canadian Natural holds and controls in excess of 
80 percent of the known oil pools in this area. Development drilling will be ongoing throughout 2001. 


Pelican Lake 
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Thermal Production 


Thermal production involves processes which utilize steam to increase the recovery of heavy oil. The two processes 
employed by Canadian Natural are cyclic steam stimulation and steam-assisted gravity drainage (SAGD). Both 
recovery processes utilize the injection of steam (heat) into the heavy oil deposits to reduce the oil viscosity and 
improve its flow characteristics. 


The Primrose region in Northeastern Alberta is Canadian Natural’s main producing area utilizing thermal recovery 
processes. Production averaged over 30,000 barrels of oil per day utilizing thermal recovery. The Company 
currently has three significant developments in the area: cyclic steaming in the Clearwater formation, SAGD in the 
Grand Rapids formation and a SAGD pilot in the Clearwater formation. 


At Primrose, the Company is replacing the existing low pressure cyclic steam process with a higher pressure 
process. This process allows the heat to be injected more efficiently and significantly increases the calendar daily 
oil rate. In 2000, two existing low pressure pads, consisting of 20 wells, were converted to high pressure steaming 
and two new pads totaling 24 wells were drilled. The results of the process conversions at the 20 existing wells 
has increased production from 100 to 190 barrels of oil per calendar day per well. The new high pressure wells 
that were drilled in 2000 initially produced 600 barrels of oil per day per well and should average 400 barrels of 
oil per calendar day per well. The results from these wells have established the benefits of Canadian Natural’s 
strategy of converting the Primrose field to high pressure steaming. Subject to receiving regulatory approval, the 
Company is planning to convert an additional 60 wells to high pressure steaming in 2001 and to convert the 
remaining 250 wells to the high pressure process in 2002. 


Primrose 
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The Company has continued to develop its SAGD recovery process in the Grand Rapids formation. Pilot operations 
commenced in 1997 on a single well pair. This well pair continues to average 500 to 600 barrels of oil per day and 
has recovered 34 percent of the oil in place to date. Oil recoveries of 60 to 80 percent of the oil in place are expected. 
In 2000 the Company continued this development with the drilling of five additional well pairs that are currently being 
steamed. In 2001 the Company is drilling an additional 21 well pairs that will take the SAGD process in this reservoir 
to full commercial scale. 


At Burnt Lake the Company is continuing pilot tests on three SAGD well pairs in the Clearwater formation. 
Operations commenced in 1997 on these wells which are currently producing 500 barrels of oil per day per well 
pair. In 2000 optimization of the SAGD process resulted in a 35 percent improvement in thermal efficiency. 


Primrose is a long-term heavy oil project that generates substantial recycle ratios at average prices as shown below. 


Primrose Oil Economics 


WTI Price US$/bbl $ 20.00 
WTI - LLB Differential US$/bbl $ 6.00 
Hardisty Price US$/bbl $ 14.00 
Exchange Rate 0.65 


Hardisty Price Cdn$/bbl $ 21.54 
Transportation Cdn$/bbl $ 1.25 
Blending $ 4.56 
$ 
$ 


Wellhead Netback Cdn$/bbl 15.73 
Gas Price $/mef 5.00 
Steam Oil Ratio (SOR) 3.4 


Steam Costs $/bbl (oil) $ 5.41 
Lifting Costs $/obl $ 125 
Total Operating Costs $/bobl $ 6.66 
Net Operating Income $/bbl $ 9.07 
Interest $/blo! $ 1.50 
G&A $/bb! $ 0.40 
Cashflow $/bbl $ 7.17 
Onstream Costs $/bbl $ 3.00 
Recycle Ratio 2.39 
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Oil Sands — Project Horizon 


Project Horizon (formerly Mic Mac Oil Sands) is being pursued for its significant long-term potential. Canadian 
Natural owns leases on a total of 96,259 acres of oil sands, in the Fort McMurray area, containing mineable and 
in-situ bitumen. The oil sands lie close to the surface and, once overburden is stripped away, the bitumen can be 
removed and trucked to a processing plant for extraction and upgrading to synthetic oil. 


In December 2000, the Company increased its oil sands holding in the area by 37,948 acres. This additional land 
has doubled the estimated productive life of the project to more than 50 years of synthetic crude production at a 
rate of 300,000 barrels of bitumen, which will be processed into 240,000 barrels of synthetic crude oil per day. 
The target is to begin construction of facilities in 2004 with production commencing in 2009. 


Located 75 kilometres north of Fort McMurray, Alberta, the project infrastructure will include a mine, in-situ facilities 
to produce bitumen, and an upgrader for preparing synthetic crude oil for markets. The project is being designed 
with fully-integrated facilities on site, which presents opportunities for energy conservation between the plants and 
synergies through the shared use of infrastructure. 


Canadian Natural is proceeding with the necessary approval, scoping and feasibility studies in connection with this 
project. Activities underway include ore body and reservoir definition, application for regulatory approval and an 
environmental impact assessment. Other activities include process optimization, market evaluation and the 
preparation of a preliminary estimate to finalize the business plan. 


Project Horizon 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 


Canadian Natural achieved record results in many areas of financial and 
operational performance in 2000, by surpassing the targeted levels set at the 
beginning of the year, maintaining its balanced asset and production base, 


and expanding internationally. 


The following discussion details Canadian Natural’s 2000 financial 


results compared to 1999 and 1998, including its capital program and 


outlook for 2001. 


The following discussion and analysis should be read in conjunction with the consolidated financial statements and 
related notes for a full understanding of the financial position and results of operations of Canadian Natural 
Resources Limited (“Canadian Natural” or the “Company”). All amounts are expressed in Canadian dollars. A barrel 
of oil equivalent (“boe”) is based on a conversion rate of six thousand cubic feet of natural gas to one barrel of oil. 
Certain information regarding the Company contained herein may constitute forward-looking statements under 
applicable securities laws. Such statements are subject to known or unknown risks and uncertainties that may 
cause actual results to differ materially from those anticipated or implied in the forward-looking statements. 


Corporate Acquisition 


In July 2000, Canadian Natural acquired all of the outstanding shares of Ranger Oil Limited (“Ranger”). The 
purchase price of the acquisition was $1,687.3 million and consisted of $722.8 million in cash, 7.6 million 
common shares valued at $358.0 million and the assumption of $606.5 million of Ranger net long-term debt, 
preferred securities and non-cash working capital deficit. 


The acquisition of Ranger provided Canadian Natural with significant additional Canadian oil and natural gas 
properties, the majority of which fit strategically with Canadian Natural’s property base. In addition, the acquisition 
of Ranger provided the Company with a low risk platform of producing properties and exploration and development 
opportunities in the international arena. The North Sea and other international segments add balance to Canadian 
Natural’s production profile through light oil production growth. 


Ranger’s operations were integrated with Canadian Natural’s ongoing organizational structure immediately after 
completion of the acquisition. Canadian properties owned by Ranger were combined into Canadian Natural’s core 
areas. Canadian assets not strategic to Canadian Natural’s ongoing operations were sold effective October 1, 2000. 
The non-North American assets owned by Ranger continued to be managed from an office in the United Kingdom 
with direct management participation from Canadian Natural’s head office. 
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Net Earnings and Cash Flow 

($ millions, except per share) 

Net earnings attributable to common shareholders 
Per share 

Cash flow attributable to common shareholders 
Per share 

Net earnings as a percentage of cash flow 

After-tax return on equity 


After-tax return on capital 


2000 1999 1998 
$ 782.2 $ 200.2 $ 59.0 
$ 6.70 $ 1.98 $ 0.59 
$ 1,883.6 Se 72385 $ 444.2 
$ 16.14 $ 6.96 $ 4.47 
41.5% 27.7% 13.3% 
31.6% 13.2% 4.8% 
18.1% 8.4% 4.0% 


Canadian Natural continued to achieve significant increases in its financial and operating results and in generating 
growth in shareholder value. Net earnings attributable to common shareholders increased 291 percent in 2000 to 
a record $782.2 million, up from $200.2 million in 1999 and $59.0 million in 1998. Cash flow attributable to 
common shareholders increased 160 percent to $1,883.6 million ($16.14 per share), up from $723.5 million 
($6.96 per share) in 1999 and $444.2 million ($4.47 per share) in 1998. 


The record level of net earnings and cash flow in 2000 resulted from significant increases in commodity prices and 
higher production volumes. In 2000, Canadian Natural’s average price per boe increased to $28.77 from $17.03 
in 1999 (1998 — $12.80). Production volumes increased 48 percent to 305,987 boe per day from 206,992 boe 
per day in 1999 (1998 — 187,851 boe per day). The increase in production volumes was due to the inclusion of a 
full year of production from properties acquired from Blue Range Resource Corporation (“Blue Range”) and BP 
Amoco p.|.c. (“BP Amoco”) in the third quarter of 1999, the acquisition of Ranger, and an active drilling and property 
acquisition program. Canadian Natural’s after-tax return on shareholders’ equity climbed to 31.6 percent in 2000 
from 13.2 percent in 1999 (1998 — 4.8 percent) and has averaged 16.5 percent over the past three years. 


Gross Revenue 
($ millions, except per unit) 
Oil and liquids 
Per barrel 
Natural gas 
Per mcf 
Total gross revenue 


Per boe 


2000 1999 1998 
$ 1,906.4 $ 666.3 $ 357.8 
$ 29.99 $ 21.04 $ 12.93 
$ 1,316.1 $ 620.5 $ 519.8 
$ 4.53 $ 2.36 GS. 2iz 
$ 3,222.5 $ 1,286.8 $ 877.6 
$ 28.77 $ 17.03 $ 12.80 


Analysis of Changes in Gross Revenue 


Changes Due To 


Changes Due To 


($ millions) 1998 Volumes Prices 1999 Volumes Prices 2000 
North America : 
Oil and liquids Srcoae % G20 & Aseis $ 666.3 S Geee  4Oes 6) ieee 
Natural gas 519.8 37.4 63.3 620.5 63.9 629.7 1,314.1 
877.6 89.4 319.8 1,286.8 586.1 1,032.2 2,905.1 
North Sea 
Oil and liquids = = = = 280.8 = 280.8 
Natural gas = = = = 2.0 = 2.0 
- - - - 282.8 - 282.8 
Other International = = = = 34.6 - 34.6 
Total 
Oil and liquids 357.8 52.0 256.5 666.3 837.6 402.5 1,906.4 
Natural gas 519.8 37.4 63.3 620.5 65.9 629.7 1,316.1 
$ 877.6 $ 89.4 $ 319.8 $ 1,286.8 $ 903.5 $ 1,032.2 $ 3,222.5 
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Canadian Natural’s gross revenue rose 150 percent to $3,222.5 million from $1,286.8 million in 1999 (1998 — 
$877.6 million). For the year 2000, 10 percent of Canadian Natural’s total revenue was generated outside of North 
America, with the North Sea accounting for nine percent and other international accounting for one percent. 


The world oil price continued to improve in 2000 due to the effects of market supply and demand. The West Texas 
ntermediate (“WTI”) oil price increased 57 percent to average US $30.20 per barrel, up from US $19.24 in 1999 
1998 — US $14.43 per barrel). Canadian Natural’s oil price increased 43 percent to average $29.99 per barrel, up 
from $21.04 and $12.93 per barrel in 1999 and 1998 respectively. 


The price realized by Canadian Natural from its sales of oil was reduced by $1.89 per barrel in 2000 (1999 — $1.22 
reduction per barrel, 1998 — $0.96 increase per barrel) due to price arrangements entered into to fix the price 
received on a portion of its oil volumes. The price differential between light oil and heavier quality crude oil increased 
to historically high levels in December 2000. This wide differential resulted in Canadian Natural’s sales price 
received for its oil production decreasing in the fourth quarter. However, Canadian Natural’s balanced portfolio of 
properties resulted in a five percent increase to $32.82 in the realized price per boe from the third to fourth quarter 
of the year. North America’s realized average price, for oil produced in 2000, increased 34 percent to $28.15 per 
barrel from $21.04 per barrel in 1999 (1998 — $12.93 per barrel). The North Sea price averaged $44.61 per barrel 
and the other international price averaged $45.77 per barrel in 2000. 


Revenue derived from the sale of natural gas accounts for over 40 percent of Canadian Natural’s 2000 total 
revenue. This is lower than the previous two years as a result of improvements in world crude oil fundamentals and 
the increase in Canadian Natural’s crude oil production. The sales price of natural gas increased to historically high 
levels as Canadian Natural received $4.53 per thousand cubic feet in 2000, a 92 percent increase over the 1999 
price of $2.36 per thousand cubic feet (1998 — $2.12 per thousand cubic feet). Arrangements entered into by 
Canadian Natural to fix the price of a portion of its natural gas sales resulted in a reduction of $0.39 per thousand 
cubic feet (1999 — $0.16 reduction per thousand cubic feet, 1998 — $0.01 increase per thousand cubic feet). The 
percentage of natural gas sales subject to these arrangements continued to decrease from 38 percent in 1999 to 
21 percent in 2000 (1998 — 46 percent), and is expected to be nine percent in 2001. The price increase of natural 
gas resulted from higher demand for natural gas, while supply remained fairly constant. Factors affecting the 
supply-demand fundamentals in North America included cold winter temperatures in the fourth quarter, low 
inventory levels, an increase in gas-fired power generation and increases in export capacity. 


Production 


Production Volumes 


2000 1999 1998 

North America 

Oil and liquids (bbI/d) 154,331 86,750 75,744 

Natural gas (mmcf/d) 792.9 721.0 672.6 
North Sea 

Oil and liquids (bbl/d 17,195 - - 

Natural gas (mmcf/d hes) - - 
Other International 

Oil and liquids (bbI/d 2,065 = - 
Total 

Oil and liquids (bbl/d 173,591 86,750 75,744 

Natural gas (mmcf/d 794.4 721.0 672.6 

Barrel of oil equivalent (boe/d) 305,987 206,922 187,851 


CANADIAN NATURAL RESOURCES ANNUAL REPORT 2000 


Canadian Natural’s daily oil production increased 100 percent to average 173,591 barrels in 2000 from 86,750 
barrels in 1999 (1998 — 75,744 barrels). The increase in oil production resulted from the acquisition of Ranger, a 
full year of production from oil producing properties acquired in the third quarter of 1999 from BP Amoco, and a 
successful drilling program. North Sea oil production averaged 17,195 barrels of oil per day in 2000 (34,203 barrels 
per day since acquisition). North Sea oil volumes in the fourth quarter of 2000 decreased by approximately 7,000 
barrels per day, mainly due to the planned short-term curtailment of production from the Banff and Kyle fields. Daily 
oil production from the North Sea is expected to increase in 2001 as the Banff and Kyle fields recommence 
production in the second quarter of 2001. Other international production added 2,065 barrels per day in 2000 
(4,107 barrels per day since acquisition). 


Substantially all of Canadian Natural’s gas production is from North America. Daily natural gas production increased 
10 percent to 794.4 million cubic feet from 721.0 million cubic feet in 1999 (672.6 million cubic feet in 1998). The 
2000 increase was due to the Ranger acquisition, a full year of production from primarily natural gas producing 
assets acquired in the third quarter of 1999 from Blue Range and a successful drilling program. Natural gas 
production in the North Sea is expected to be seven million cubic feet per day when the Banff and Kyle fields 
recommence production in 2001. 


The production mix for the year 2000 consisted of 18 percent light oil, nine percent medium oil, 30 percent heavy 
oil and 43 percent natural gas. In 2001, the production mix is expected to be 21 percent light oil, nine percent 
medium oil, 31 percent heavy oil and 39 percent natural gas. 


Royalties 

($ millions, except per unit) 2000 1999 1998 

North America $ 491.1 $ 187.9 $ 116.8 
Per boe $ 4.68 $ 2.49 eS Lae 
Percentage of revenue 16.9% 14.6% 13.3% 

North Sea Sed bt $ = $ = 
Per boe Sae236 $ - $ = 
Percentage of revenue 5.3% —% —% 

Total $ 506.2 $ 187.9 8 WIG 
Per boe $ 4.51 $ 2.49 Ae 
Percentage of revenue 15.7% 14.6% 13.38% 


North American royalties increased to $4.68 on a per boe basis, up from $2.49 in 1999 (1998 — $1.70). Crude oil 
and liquids royalties increased 41 percent on a per barrel basis to $3.17 in 2000 from $2.25 in 1999 
(1998 — $1.66), and increased as a percentage of revenue to 11.2 percent from 10.7 percent (1998 — 12.8 percent) 
due to higher prices received in 2000. The majority of Canadian Natural’s oil sands projects continue to benefit from 
the program to promote development of Alberta’s oil sands resources, which provides a reduced royalty rate until an 
oil sands project recovers its capital costs. 


North Sea royalties averaged $2.36 per boe in 2000. New fields, including Banff and Kyle, are not subject to 
royalties. Oil royalties in the fourth quarter increased to $2.89 per barrel, 6.6 percent of revenue, from $2.00 per 
barrel in the third quarter as a result of the planned curtailment of production from the Banff and Kyle fields. It is 
anticipated that the average royalty rate in 2001 will decrease when these fields recommence production. 


Natural gas royalties are sensitive to price changes and increased as a percentage of gross sales due to the higher 
sales price received in 2000. Natural gas royalties increased to 23.8 percent of revenue or $1.08 per thousand 
cubic feet in 2000 from 18.6 percent of revenue or $0.44 per thousand cubic feet in 1999 (1998 — 13.7 percent 
or $0.29 per thousand cubic feet). 
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Production Expense 


($ millions, except per unit) 2000 1999 1998 
North America $ 462.6 $ 252.0 $ 211.9 
Per boe $ 4.41 8  €@A $ 3.09 
North Sea $ 54.9 $ - $ = 
Per boe $ 8.60 $ - $ = 
Other International $ 15.4 $ - $ - 
Per boe $ 20.41 $ - $ = 
Total production expense $ 532.9 $ 252.0 $ 211.9 
Per boe $ 4.76 Goesc4 $ 3.09 


Production expense increased to $4.76 per boe in 2000 from $3.34 in 1999 (1998 — $3.09 per boe). North 
American production expense increased to $4.41 per boe compared with $3.34 per boe in 1999 (1998 — $3.09 
per boe). Crude oil and liquids production expenses increased 30 percent to $6.38 per barrel from $4.90 in 1999 
(1998 — $4.69 per barrel). The increase in oil production expenses related to the cost of natural gas needed for 
steam production processes at Primrose. Canadian Natural’s expansion into higher production cost areas in the 
North Sea has also contributed to overall higher oil production costs. North Sea production expense averaged $8.60 
per boe in 2000, comprised of crude oil of $8.66 per barrel and natural gas of $0.79 per thousand cubic feet. Other 
international production expense averaged $20.41 per barrel in 2000 due to fixed costs associated with the Floating 
Production Storage and Offtake vessel leased in Angola. 


Natural gas production expenses increased 19 percent to $0.44 per thousand cubic feet in 2000 from $0.37 in 
1999 (1998 — $0.33 per thousand cubic feet). This increase was due to a larger proportion of natural gas 
production from higher operating cost areas in British Columbia. 


Administration Expense 


($ millions, except per unit) 2000 1999 1998 
Gross costs $ 67.8 SeOAO $7 37:3 
Per boe $ 0.61 $ 0.50 Sa 0104 
Administration 8 BrP 8 re ite 
Per boe 8S Ogee S ze 3 Op 


Total administration expense before operator recoveries and capitalized overhead increased to $0.61 per boe from 
$0.50 in 1999 (1998 — $0.54) mainly due to higher staffing levels associated with the growth in production and 
the acquisition of Ranger. It is expected that the gross administration costs for 2001 will remain similar to the 
approximately $0.70 per boe seen in the fourth quarter of 2000. Net administration expense, after operator 
recoveries and capitalized overhead relating to exploration and development in the North Sea and other international 
areas, increased to $0.25 per boe in 2000 from $0.23 in 1999 (1998 — $0.27 per boe). 


Interest Expense 


($ millions, except per unit) 2000 1999 1998 
Total interest expense $ 162.1 $ 90.5 $ 76.0 
Per boe Sie45 BS Le Saealalit 
Average interest rate 6.4% 5.4% 5.6% 
EBITDA interest coverage 13.3 9.2 7.0 


SSS SSS SSS SSS SSS SSS SS 
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Interest expense increased to $162.1 million ($1.45 per boe) from $90.5 million ($1.20 per boe) in 1999 (1998 — 
$76.0 million and $1.11 per boe). The increase in interest expense was due to higher average outstanding debt 
levels, the assumption of Ranger debt, and the increase in the average interest rate charged to 6.4 percent from 
5.4 percent in 1999 (1998 — 5.6 percent). During the year 2000, Canadian Natural increased the fixed-rate portion 
of its long-term debt outstanding to 23 percent at December 31, 2000 compared to six percent at the end of 1999 
(1998 — zero percent). 


Depletion, Depreciation and Amortization 


($ millions, except per unit) 2000 1999 1998 
North America $ 591.4 $ 384.3 So  SprZ 
North Sea $5253 $ - $ = 
Other International $ 0.9 $ - $ = 
Total $ 644.6 $ 384.3 NCA. 

Per boe oS bye S 608 GS Air 


Depletion, depreciation and amortization increased 68 percent to $644.6 million from $384.3 million in 1999 (1998 
— $327.4 million). This increase was due to a 48 percent increase in production volumes over 1999, and a larger 
asset base as a result of the active capital program and the acquisition of Ranger. The rate on a per boe basis 
increased 13 percent to $5.75 from $5.08 in 1999 (1998 — $4.77). 


Unrealized Foreign Exchange Loss 


Canadian Natural’s debt denominated in US dollars increased to US $509.0 million due to the assumption of Ranger 
debt, and represented 31 percent of the total debt outstanding at December 2000. This compares with US $196.0 
million or 13 percent of total debt outstanding at the end of 1999 (1998 — US $196.0 million or 21 percent). Due 
to the higher level of US dollar denominated debt and the weakening Canadian dollar during the year 2000, the 
balance of deferred unrealized foreign exchange loss increased to $13.8 million, with $2.6 million being recognized 
as an expense in 2000 compared with $2.2 million in 1999 (1998 — $1.8 million). 


Taxes 


($ millions) 2000 1999 1998 


Taxes other than income taxes 


Current 8 Byaal $ 8.1 $ S16 
Deferred $ (7.6) $ - $ = 

$ 49.5 $ 8.1 $ 3.6 

Current income tax — North Sea $ 33.7 $ - $ - 
Current income tax — Large Corporation Tax $ 14.7 $ 7.8 $ 6.3 
Future income tax $ 464.0 $ 136.8 oS a0 


Canadian Natural adopted the liability method of accounting for income taxes on January 1, 2000 as recommended 
by the Canadian Institute of Chartered Accountants (“CICA”). Under the liability method, Canadian Natural will record 
future income taxes for the effects of any difference between the accounting and income tax basis of an asset or 
liability. Canadian Natural has adopted the CICA recommendations retroactively without prior period restatement. 
Canadian Natural’s future income tax provision for 2000 increased to $464.0 million ($4.14 per boe) from $136.8 
million ($1.80 per boe); (1998 — $56.0 million or $0.82 per boe) due to the significant increase in net earnings 
before tax. Canadian Natural’s effective tax rate declined to 39.5 percent in 2000 from 42.0 percent in 1999 and 
51.4 percent in 1998 as a result of lower tax rates in its foreign operations, and the continuing benefit of the 
resource allowance on its Canadian operations. 
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Canadian Natural did not incur any cash Canadian federal income taxes and it is anticipated that, due to the 
availability of $2.9 billion of tax pools in Canada at the end of 2000 and budgeted capital expenditures for 2001, 
no current cash income tax liability will arise in 2001. Canadian Natural is, however, liable for the payment of Federal 
Large Corporation Tax (“LCT”). LCT increased to $14.7 million, $0.14 per boe from $7.8 million, $0.15 per boe, 
1998 — $6.2 million, $0.10 per boe) due to an increase in Canadian Natural’s capital base upon which the LCT is 
calculated. Total current income tax expense in the North Sea is $33.7 million or $0.46 per boe. Earnings in the 
North Sea are currently subject to a tax rate of 30 percent. 


Taxes other than income taxes consist of the current and deferred Petroleum Revenue Tax (“PRT”), other 
international taxes and provincial capital taxes. Taxes other than income taxes increased to $49.5 million or $0.44 
per boe in 2000 from $8.1 million or $0.11 per boe in 1999 (1998 — $3.6 million or $0.05 per boe). The increase 
in other taxes was mainly due to North Sea PRT, which accounts for $33.3 million or $0.29 per boe. PRT is charged 
on applicable fields at the rate of 50 percent of net operating income after certain deductions. New fields, including 
Banff, Pierce, Harding and Kyle are not subject to PRT and as a result, PRT provisions as a percentage of net income 
are expected to decline in the future. 


Liquidity and Capital Resources 


Debt 

($ millions, except ratios) 2000 1999 1998 
Working capital deficit (surplus) Sie $ (86.4) $ (67.9) 
Long-term debt 2,454.5 2,156.8 1,425.5 
Net debt $ 2,531.8 $ 2,120.4 $ 1,367.6 
Net debt to cash flow 1.3 2.9 3.1 

Net debt to equity 44% 538% 52% 


Net debt to market capitalization 33% 85% 387% 


Canadian Natural had unsecured bank credit facilities of approximately $2,800.0 million at December 31, 2000 
compared with $2,250.0 million in 1999 (1998 — $1,600.0 million). The facilities are reviewed annually and require 
no principal repayments provided certain covenants, including specific financial ratios, are maintained. Canadian 
Natural anticipates continuing to meet these requirements under Its current operating forecast for 2001. In January 
2001, Canadian Natural reduced its unsecured bank credit facility by $450.0 million. In March 2000, Canadian 
Natural issued $125.0 million of seven-year Medium Term Notes as a strategy to lengthen the average maturity of 
its debt portfolio. In addition, Canadian Natural assumed the US dollar senior unsecured notes of Ranger on 
acquisition, further lengthening the average maturity of the debt portfolio and increasing the component of fixed rate 
debt to 23 percent of total debt. 


Share Capital 


Canadian Natural issued 7.6 million shares relating to the acquisition of Ranger. A further 3.2 million shares were 
issued throughout the year 2000 for proceeds of $65.3 million from the exercise of employee stock options 
compared with 1.2 million shares for proceeds of $21.6 million in 1999 (1998 — 1.0 million shares for proceeds of 
$14.0 million). In 1999, 10.5 million common shares were issued for gross proceeds of $399.0 million pursuant to 
a prospectus offering. 


The $118.3 million of preferred securities assumed on acquisition of Ranger represent equity under accounting 
principles generally accepted in Canada. Accordingly, the preferred security dividends of $2.8 million net of tax ($5.0 
million before tax) were recorded directly to retained earnings. 
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Capitalization 


2000 1999 1998 
($ millions) $ % $ % $ % 
Working capital deficit (Surplus) 77.3 0.9 (36.4) (0.5) (57.9) (1.4) 
Long-term debt 2,454.5 27.2 2,156.9 OZ 1,425.5 35.0 
Deferred credits 1,414.9 LISTS 541.4 8.2 408.3 10.0 
Warrants at book value Peeif - 29 = 0.7 = 
Common shares at December 31 market value 5,074.6 56.2 3,928.8 59.6 2,295.6 56.4 


Capital Expenditures 


Excluding the corporate acquisition of Ranger, capital expenditures totalled $1,136.0 million in the year 2000, down 
from $1,900.6 million in 1999 (1998 — $609.7 million). Net property acquisitions in 2000 decreased by $1,272.1 
million as 1999 included the acquisition of properties from BP Amoco and Blue Range. Property acquisitions in the 
year 2000 are net of proceeds on disposition of $160.3 million, including $128.0 million received on the sale of non- 
operated Canadian properties acquired in the Ranger acquisition. Capital expenditures on North American properties 
accounted for 92 percent of expenditures, with the remainder expended in Canadian Natural’s core operating regions 
in the North Sea and Offshore West Africa. Expenditures on exploration and development increased 103 percent to 
$979.9 million in the year 2000 from $482.1 million in 1999 (1998 — $517.1 million). Facilities expenditures 
increased to $335.7 million from $143.2 million in 1999 (1998 — $205.7 million). Well drilling, completion and 
equipping increased 91 percent with the drilling of 813 net wells, 86 more than were drilled in 1999 (1998 — 358 
net wells). Canadian Natural’s 2000 capital program was funded through a combination of cash flow, available forms 
of debt financing, the issue of common share equity and the sale of non-strategic properties. 


Capital Expenditures 


($ millions) 2000 1999 1998 


Corporate acquisition $ 1,687.3 $ - $ - 
Property acquisitions 310.5 1,448.3 197.8 
Seismic and geological evaluation 40.5 17.9 V2 
Land acquisition and retention 79.7 46.2 39.0 
Well drilling, completion, equipping 524.0 274.8 ZOO, 
Pipeline and production facilities 335.7 143.2 205.7 
Projects under construction - (6.5) 25.4 
Head office equipment 5.9 P&T 3.3 
Total capital expenditures 2,983.6 1,926.6 743.6 
Funded by: 
Cash flow 1,883.6 123.5 444.2 
Long-term debt and working capital 397.0 769.9 They lS 
Assumption of preferred securities 118.3 - = 
Issue of capital stock 424.4 407.2 14.0 
Property dispositions 160.3 26.0 133.9 
$ 2,983.6 $ 1,926.6 $ 743.6 
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2000 Segmented Capital Expenditures 


Other 


($ millions) North America North Sea International Total 
Property acquisitions $ 150.2 $ - §$ ee OM 
Seismic and geological evaluation 28.0 2.8 9.7 40.5 
Land acquisition and retention 19.7 = = 19.7 
Well drilling, completion, equipping 480.0 34.1 9.9 524.0 
Pipeline and production facilities 298.3 oll 19.7 335.7 
Projects under construction - - - = 
Head office equipment 5.6 0.3 - 5.9 
Total capital expenditures GS Ozits} 5 lvl) Sy Cee) ES pe 
Finding and Onstream Costs 
Three year 

($ millions) 2000 1999 1998 total 
Capital expenditures 

Corporate acquisition $ 1,687.3 $ = — $ 1,687.3 

Net property acquisitions and dispositions 150.2 1,422.3 63.9 1,636.4 

Seismic and geological evaluation 40.5 17.9 Wif2 75.6 

Land acquisition and retention 79.7 46.2 39.0 164.9 

Well drilling, completion, equipping 524.0 274.8 255.2 1,054.0 

Pipeline and production facilities 335.7 143.2 205.7 684.6 
Total net reserve replacement expenditures 2,817.4 1,904.4 581.0 5,302.8 
Projects under construction - (6.5) 25.4 18.9 
Head office equipment 5.9 Bl 3.3 11.9 
Total capital expenditures $ 2,823.3 $1,900.66 $ 609.7 $ 5,333.6 
Cost of net reserves replacement ($/boe) 
After reserve revisions (6:1) SG 5 8 ACE & Ae & 682 


Risks and Uncertainties 


Canadian Natural is exposed to several operational risks inherent in exploring, developing, producing and marketing 
of crude oil and natural gas. These inherent risks include: economic risk of finding and producing reserves at a 
reasonable cost; financial risk of marketing reserves at an acceptable price given market conditions; cost of capital 
risk associated with securing the needed capital to carry out the Company’s operations; risk of carrying out 
operations with minimal environmental impact; risk of governmental policies, social instability or other political, 
economic or diplomatic developments in its international operations; and human resources risk of employing 
talented, motivated employees who share a vision in congruence with Canadian Natural’s shareholders. 


Operational control is enhanced by focusing efforts on large core areas with high-working interests and by assuming 
operatorship of all key facilities. Product mix is diversified, ranging from the production of natural gas to the 
production of crude oil of various grades. Marketing efforts are aimed at various markets to ensure that undue 
exposure to any one market does not exist. Financial instruments are utilized to help ensure targets are met and to 
manage exposure to fluctuating commodity markets. The Company also employs highly-qualified, motivated 
employees, who are shareholders, to ensure these strategies are implemented successfully. 
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The Company’s current position with respect to its financial instruments is detailed in Note 9 of the Company’s 
consolidated financial statements. The arrangements and policies concerning the Company’s financial instruments 
are under constant review and may change depending upon the prevailing market conditions. 


Canadian Natural’s capital structure mix is also monitored on a continued basis to ensure that it optimizes flexibility, 
minimizes cost, and offers the greatest opportunity for growth. This includes the determination of a reasonable level 
of debt and any interest rate exposure risk which may exist. 


Canadian Natural continues to employ an Environmental Management Plan to ensure the welfare of its employees, 
the communities in which it operates, and the environment as a whole. Environmental protection is of fundamental 
importance and is undertaken in accordance with guiding principles approved by the Company’s Board of Directors. 
On an annual basis, the Board of Directors is presented with a detailed copy of the Company’s Environmental 
Management Plan which is updated regularly at quarterly Directors’ meetings. 


Outlook 


Canadian Natural has established a strong balanced asset base. The estimated production mix in 2001 will be 21 
percent light oil, nine percent medium oil, 31 percent heavy oil and 39 percent natural gas with estimated total 
production averaging 350,000 to 360,000 boe per day. The asset base is comprised of conventional exploration 
and production operations, midstream assets and oil sand leases. The asset base provides growth opportunities in 
the short, medium and long term. 


Canadian Natural’s 2001 capital expenditure program of $1.5 billion will be allocated approximately 85 percent to 
Canadian operations and 15 percent to international opportunities in the North Sea and Offshore West Africa. Based 
On projected production volumes and the current pricing assumptions in the futures market, Canadian Natural’s 
2001 cash flow will be in excess of $2.3 billion. It is Canadian Natural’s current intention to use excess cash flow 
to further pay down debt and fund a dividend and share buy back program. 


Canadian Natural announced a dividend policy for the payment of a regular quarterly dividend of $0.10 per common 
share payable in January, April, July and October of each year with the initial payment to be made on April 1, 2001. 
Canadian Natural filed with the Toronto Stock Exchange a notice of intention to purchase up to five percent of the 
Company’s common shares outstanding through a normal course issuer bid during the 12 month period ending 
January 21, 2002. 


2001 Sensitivity Analysis 


Cash flow Cash flow per share 

$ millions $ 
Natural gas price ($0.10/mcf) PRT 0.19 
Natural gas volume (10 mmcf/d) 19.4 0.16 
Oil price (WTI — US$1 .00) 100.0 0.81 
Oil volume (1,000 bbls/d) 6.4 0.05 
Interest rates (1%) 23.0 0.19 
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Per-Unit Results 


2000 1999 1998 
Crude oil and liquids ($/bbl) 
Revenue 29.99 21.04 12.93 
Royalties 3.05 2.20 1.66 
Production 6.38 4,90 4.69 
Operating netoack 20.56 13.89 6.58 
Natural gas ($/mcf) 
Revenue 4.53 2.36 2.12 
Royalties 1.08 0.44 0.29 
Production 0.44 0.37 0.33 
Operating netback 3.01 1,05: 1.50 
Barrel of oil equivalent ($/boe) (6:1) 
Revenue 28.77 17.08 12.80 
Royalties 4.51 2.49 1.70 
Production 4.76 3.34 3.09 
Operating netback 19.50 11.20 8.01 
Administration 0.25 0.23 0.27 
Interest 1.45 1.20 slresdit 
Taxes other than income tax — current 0.51 0.14 0.05 
Current income tax 0.43 0.10 0.10 
Cash flow netback 16.86 9.56 6.48 
Depletion, depreciation and amortization SEIAS. 5.08 ANT. 
Unrealized foreign exchange loss 0.03 0.03 0.03 
Taxes other than income tax — deferred (0.07) - = 
Future income taxes 4.14 1.80 0.82 
Net earnings 7.01 2.65 0.86 
Dividend on preferred securities 0.03 - - 
Net earnings attributable to common shareholders 6.98 2.65 0.86 
Quarterly Financial Information (unaudited) 
($ millions, except per share) Qi Q2 Q3 Q4 Total 
2000 
Oil and natural gas revenue 550.4 637.4 1,003.8 1,030.9 3,222.5 
Cash flow attributable to common shareholders 343.2 400.3 587.4 552.7 1,883.6 
Per share 3.06 3.55 4.97 4.56 16.14 
Net earnings attributable to common shareholders 142.3 175.5 241.2 223.2 782.2 
Per share U7 UIs) 2.04 1.84 6.70 
($ millions, except per share) Qi Q2 Q3 Q4 Total 
1999 
Oil and natural gas revenue 202.4 231.8 399.2 453.4 1,286.8 
Cash flow attributable to common shareholders 100.7 125.4 235.0 262.4 123.5 
Per share 1.01 25) 2.29 2.41 6.96 
Net earnings attributable to common shareholders 10.3 23.5 70.5 95.9 200.2 
Per share 0.10 0.24 0.69 0.90 1.93 
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Trading and Share Statistics 


Qi Q2 Q3 Q4 2000 Total 1999 Total 
TSE - CDN$ 
Trading volume (thousands) 38,085 35,574 35,446 32,748 141,853 107,615 
Share price ($/share) 
High 39.50 49.45 56.20 52.25 56.20 38.60 
Low 29.80 35.80 40.25 37.25 29.80 19.80 
Close 38.40 43.00 50.40 41.50 41.50 35.25 
Market capitalization, at December 31 ($ millions) 5,075 3,929 
Shares outstanding (thousands) 122,279 111,454 
NYSE — US$ 
Trading volume (thousands) - - 330 463 793 - 
Share price ($/share) 
High - - 37.81 34.56 37.81 - 
Low - - 27.44 24.75 24.75 - 
Close - - 33.50 27.50 27.50 - 
Market capitalization, at December 31 ($ millions) 3,363 - 
Shares outstanding (thousands) - - 122,279 - 


ANNUAL REPORT 2000 CANADIAN NATURAL RESOURCES 


4) 


42 


MANAGEMENT’S RESPONSIBILITY 


The accompanying consolidated financial statements and all information in the annual report are the 
responsibility of management. The consolidated financial statements have been prepared by management in 
accordance with the accounting policies in the notes to the consolidated financial statements. Where 
necessary, management has made informed judgements and estimates in accounting for transactions which 
were not complete at the balance sheet date. In the opinion of management, the financial statements have 
been prepared within acceptable limits of materiality and are in accordance with Canadian generally accepted 
accounting principles appropriate in the circumstances. The financial information elsewhere in the annual 
report has been reviewed to ensure consistency with that in the consolidated financial statements. 


Management maintains appropriate systems of internal control. Policies and procedures are designed to give 
reasonable assurance that transactions are appropriately authorized, assets are safeguarded from loss or 
unauthorized use and financial records are properly maintained to provide reliable information for preparation 
of financial statements. 


PricewaterhouseCoopers LLP, an independent firm of Chartered Accountants, has been engaged, as approved by 
a vote of the shareholders at the Company’s most recent Annual General Meeting, to examine the consolidated 
financial statements in accordance with generally accepted auditing standards in Canada and provide an 
independent professional opinion. Their report is presented with the consolidated financial statements. 


The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial 
reporting and internal control. The Board exercises this responsibility through the Audit Committee of the 
Board. This committee, which is comprised of a majority of non-management directors, meets with 
management and the external auditors to satisfy itself that management responsibilities are properly 
discharged and to review the consolidated financial statements before they are presented to the Board of 
Directors for approval. The consolidated financial statements have been approved by the Board of Directors 
on the recommendation of the Audit Committee. 


el 
John G. Langille, CA Randall S. Davis, CA 


President Manager, Financial Accounting 
March 7, 2001 


CANADIAN NATURAL RESOURCES ANNUAL REPORT 2000 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheets of Canadian Natural Resources Limited as at December 31, 
2000 and 1999 and the consolidated statements of earnings, retained earnings and cash flows for each of 
the years in the three year period ended December 31, 2000. These consolidated financial statements are the 
responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated 
financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position 
of the Company as at December 31, 2000 and 1999 and the results of its operations and its cash flows for each 
of the years in the three year period ended December 31, 2000 in accordance with accounting principles 
generally accepted in Canada. 


Dutabtirheue fovpie LLAh 
Calgary, Alberta Chartered Accountants 
March 7, 2001 
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CONSOLIDATED BALANCE SHEET 


As at December 31 (millions of Canadian dollars) 2000 1999 
a 
ASSETS 
Current assets 
Cash $ 28.0 $ 0.1 
Accounts receivable and prepaid expenses 550.1 250.1 
Inventory 33.9 | 46.8 
612.0 297.0 
Property, plant and equipment (notes 3 and 6) 7,141.5 4,553.5 
Deferred charges (note 4) 22.1 0.3 
7,775.6 4,850.8 
LIABILITIES 
Current liabilities 
Accounts payable and accrued liabilities 672.8 260.6 
Current portion of long-term debt (note 5) 16.5 - 
689.3 | 2606 
Long-term debt (note 5) 2,454.5 PaO, 
Future site restoration 170.5 36.9 
Future income tax (note 6) 1,244.4 504.5 
4,558.7 2,958.8 
SHAREHOLDERS’ EQUITY 
Preferred securities (note 7) 118.3 - 
Share capital and contributed surplus (note 8) 1,692.6 1,268.2 
Retained earnings 1,406.0 


1,892.0 
4,850.8 


Signed on behalf of the Board 


ML A 


Allan P. Markin N. Murray Edwards 
Director Director 
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CONSOLIDATED STATEMENT OF EARNINGS 


For the Years Ended December 31 


(millions of Canadian dollars, except per share amounts) 2000 1999 1998 
REVENUE 
Oil and natural gas $ 3,222.5 $ 1,286.8 $ 877.6 
Less: royalties (506.2) (187.9) (116.8) 
2,716.3 1,098.9 760.8 
EXPENSES 
Production 532.9 252.0 211.9 
Depletion, depreciation and amortization 644.6 384.3 327.4 
Administration 27.2 17.0 18.8 
Interest 162.1 90.5 76.0 
Unrealized foreign exchange loss 2.6 Ze 1.8 
1,369.4 746.0 635.9 
EARNINGS BEFORE TAXES 1,346.9 352.9 124.9 
Taxes other than income tax (note 6) 49.5 8.1 3.6 
Current income tax (note 6) 48.4 is 6.3 
Future income tax (note 6) 464.0 136.8 56.0 
NET EARNINGS 785.0 200.2 59.0 
Dividend on preferred securities (net of tax) (2.8) - ~ 


NET EARNINGS ATTRIBUTABLE TO 
COMMON SHAREHOLDERS 


Weighted average number of common shares outstanding 116,701,156 103,906,418 99,331,028 


Net earnings per common share attributable 
to common shareholders (basic and fully diluted) 


$ 6.70 $ 1.93 $ 0.59 


For the Years Ended December 31 (millions of Canadian dollars) 2000 1999 1998 


RETAINED EARNINGS - BEGINNING OF YEAR 
NET EARNINGS 

DIVIDEND ON PREFERRED SECURITIES (net of tax) 
RETAINED EARNINGS - END OF YEAR 


ANNUAL REPORT 2000 CANADIAN NATURAL RESOURCES 


45 


46 


CONSOLIDATED STATEMENT OF CASH FLOWS 


For the Years Ended December 31 


(millions of Canadian dollars, except per share amounts) 2000 1999 1998 


OPERATING ACTIVITIES 


Net earnings $ $ 59.0 
Non-cash items 
Depletion, depreciation and amortization 327.4 
Deferred petroleum revenue tax (reduction) - 
Future income tax 56.0 
Unrealized foreign exchange loss 1.8 
Cash flows provided from operating activities 444.2 
Net change in non-cash working capital 
balances related to operating activities (55.4) | (64.7) (8.2) 
1,833.2 668.8 436.0 
FINANCING ACTIVITIES 
Increase (decrease) in long-term debt (78.5) 148.5 267.8 
Issue of capital stock 66.4 404.3 14.0 
Dividend on preferred securities (5.0) - - 
Decrease in deferred liabilities - — (39.9) 
Net change in non-cash working capital 
balances related to financing activities 5.8 0.1 - 
(11.3) We S2AS 241.9 
INVESTING ACTIVITIES 
Corporate acquisition (note 2) (722.8) - = 
Expenditures on property, plant and equipment (1,294.6) (1,923.7) (743.6) 
Net proceeds on sale of property, plant and equipment 160.3 26.0 133.9 
Net change in non-cash working capital balances 
related to investing activities 63.1 76.0 (68.3) 
(1,794.0) (1,821.7) (678.0) 
INCREASE (DECREASE) IN CASH 27.9 ~ (0.1) 
CASH - BEGINNING OF YEAR 0.1 0.1 0.2 
CASH — END OF YEAR $ 28.0 $ 0.1 $ 0.1 
Cash flow per share from operations attributable to 
common shareholders (basic and fully diluted) $ 16.14 $ 6.96 $ 4.47 


SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 
For the Years Ended December 31 (millions of Canadian dollars) 2000 1999 1998 


Interest paid 


Taxes paid 14.3 $ 10.9 
Changes in non-cash working capital 
Accounts receivable and prepaid expenses $ (110.9) $ (106.5) $ 25.1 
Inventory 7.9 3.6 (34.3) 
Accounts payable and accrued liabilities 116.5 124.3 (67.3) 


(76.5) 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


(tabular amounts in millions of Canadian dollars, unless otherwise stated) 


1. ACCOUNTING POLICIES 

The consolidated financial statements of Canadian Natural Resources Limited (the “Company”) have been prepared 
in accordance with accounting principles generally accepted in Canada. Management has made estimates and 
assumptions regarding certain types of assets, liabilities, revenues and expenses in the preparation of the financial 
statements. Such estimates primarily relate to unsettled transactions and events as of the date of the financial 
statements. Accordingly, actual results may differ from estimated amounts but management does not believe such 
differences will materially affect the Company’s financial position or results of operations. Significant accounting 
policies are summarized as follows: 


Principles of consolidation 

The consolidated financial statements include the accounts of the Company, its subsidiaries and partnerships. A 
portion of the Company's activity is conducted jointly with others and the consolidated financial statements reflect 
only the Company’s proportionate interest in such activities. 


Cash and cash equivalents 
Cash comprises cash on hand and demand deposits. Other investments (term deposits and certificates of deposit) 
purchased with a maturity date of three months or less are reported as cash equivalents. 


Inventory 
Inventory is comprised of product inventory and oilfield equipment held for resale and is valued at the lower of cost 
and net realizable value. 


Petroleum and natural gas property, plant and equipment 

The Company follows the full cost method of accounting for petroleum and natural gas properties and equipment 
as prescribed by the Canadian Institute of Chartered Accountants whereby all costs relating to the exploration for 
and development of oil and natural gas reserves are capitalized and accumulated in country-by-country cost centres. 
Proceeds on disposal of properties are ordinarily deducted from such costs without recognition of profit or loss 
except where such disposal constitutes a major portion of the Company’s reserves. 


The costs related to each cost centre from which there is production are depleted on the unit-of-production method 
based on the estimated proven reserves of each country. Volumes of net production and reserves before royalties 
are converted to equivalent units on the basis of estimated relative energy content. In determining its depletion 
base, the Company includes estimated future costs to be incurred in developing proven reserves and excludes 
the cost of unproven properties. The unproven properties are assessed periodically to ascertain whether impairment 
has occurred. When proved reserves are assigned or the value of the property is considered to be impaired, the 
cost of the property or the amount of the impairment is added to costs subject to depletion. The costs in cost 
centres from which there has been no commercial production are not subject to depletion until commercial 


production commences. 


Processing and production facilities, net of salvage value, are depreciated based on the estimated useful life of 


twenty years. 
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The Company carries its petroleum and natural gas properties at the lower of the capitalized cost and net 
recoverable value. Net capitalized cost of each cost centre is calculated as the net book value of the related assets 
less the accumulated provisions for future income taxes and future site restoration. Net recoverable value is limited 
to the sum of future net revenues from proven properties, and the cost of unproven properties net of provisions for 
impairment less estimated future financing and administrative expenses and income taxes. Future net revenues are 
based on prices and costs prevailing at year-end. 


Future site restoration 

Estimated future dismantlement, site restoration and abandonment costs of petroleum and natural gas properties 
are provided for using the unit-of-production method, while those of facilities are provided for using the straight-line 
method over the estimated service life of the assets of twenty years. Expenditures incurred to dismantle facilities and 
restore well sites are charged against the related restoration liability. 


Depreciation and amortization of other capital assets 
Other capital assets are amortized over their estimated useful life of five years. 


Foreign currency translation 

Operations outside Canada are considered to be integrated and are translated using the temporal method. For 
foreign currency balances and integrated subsidiaries, monetary assets and liabilities are translated to Canadian 
dollars at the exchange rate in effect at the balance sheet date and non-monetary assets and liabilities are translated 
at rates of exchange in effect when the assets are acquired or obligations incurred. Revenues and expenses are 
translated to Canadian dollars at the monthly average exchange rate. Provisions for depletion, depreciation and 
future site restoration are translated at the same rates as the related items. Gains or losses on translation are 
included in the determination of net earnings for the period except for unrealized gains or losses on long-term debt 
which are deferred and amortized over the remaining term of the debt. 


Petroleum revenue tax 

The Company accounts for future United Kingdom Petroleum Revenue Tax (“PRT”) by the life-of-the-field method. 
The total future liability or recovery of PRT is estimated using current prices and costs. The estimated future PRT is 
apportioned to accounting periods on the basis of estimated future revenues. Changes in the estimated total future 
PRT are accounted for prospectively. 


Income tax 

The Company follows the liability method of accounting for income taxes. Under this method, income tax assets and 
liabilities are recognized based on the estimated tax effects of temporary differences in the carrying value of assets 
and liabilities in the financial statements and their respective tax bases, using income tax rates enacted on the 
balance sheet date. The effect of a change in income tax rates on the future income tax assets and liabilities is 
recognized in income in the period of the change. 


Stock based compensation plans 
Consideration paid by employees or directors on the exercise of stock options under the employee stock option plan 
is recorded as share capital. No compensation expense is recorded either on granting or the exercise of options 
under the plan. The Company matches employee contributions to the stock savings plan and these cash payments 
are recorded as compensation expense. 


Financial instruments 

The Company uses various financial instruments to reduce its exposure to commodity price and foreign exchange 
rate fluctuations. The Company does not use these instruments for trading purposes. Gains or losses on these 
contracts are included in oil and natural gas revenue at the time of sale of the related product. 
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2. CORPORATE ACQUISITION 

In July 2000, the Company issued 7,602,068 common shares at $47.10 per share and paid cash of $722.8 million 
to acquire all the issued and outstanding common shares of Ranger Oil Limited (“Ranger”), a company engaged in 
the exploration for and development of petroleum and natural gas in the North Sea, North America and other 
international areas. The acquisition was accounted for by the purchase method. The Company’s Consolidated 
Statements of Earnings, Retained Earnings and Cash Flows include operating results of Ranger since the date of 
acquisition. The purchase price was allocated to net assets acquired based on their estimated fair values. 


Property, plant and equipment $ 1,966.4 
Future site restoration (129.3) 
Future income tax (149.8) 
Net assets acquired $ 1,687.3 
Equity consideration $ 358.0 
Cash consideration 722.8 
Assumption of net debt 376.6 
Assumption of preferred securities 118.3 
Assumption of non-cash working capital Walls 
Purchase price $ 1,687.3 
3. PROPERTY, PLANT AND EQUIPMENT 
Accumulated 
depletion and 
Cost depreciation Net 

2000 
Oil and Gas 

North America $ 8,010.6 1,918.8 $ 6,091.8 

North Sea 868.3 52.3 816.0 

Other International 221.3 0.9 220.4 
Other 24.6 11.3 13.3 

$ 9,124.8 1,983.3 $ 7,141.5 

1999 
Oil and Gas 

North America $ 5,893.7 1,349.4 $ 4,544.3 
Other 17.9 8.7 9.2 

$ 5,911.6 1,358.1 $ 4,553.5 


North American oil and gas assets include a $76.6 million future tax recovery on the sale of non-tax based assets in 2000. 


During the year ended December 31, 2000, the Company capitalized administrative overhead of $3.7 million 
(1999 — $0; and 1998 — $0) relating to exploration and development in the North Sea and other international areas. 
Costs of $714.1 million (1999 — $418.1 million, 1998 - $296.0 million) relating to undeveloped land and non- 
commercial operations have been excluded from the Company’s depletion base. 


4. DEFERRED CHARGES 


2000 1999 

Unrealized foreign exchange loss $ 13.8 $ 0.3 
Deferred petroleum revenue tax 8.3 ~ 
Saee2ad $08 
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5. LONG-TERM DEBT 


2000 1999 
Bank credit facilities 
Bankers’ acceptances $ 1,437.4 $ 1,748.9 
US $ Bankers’ acceptances 
(US $196 million, 1999 — US $196 million) 294.0 282.9 
US $ LIBOR advances (US $100 million) 150.0 - 
Other 8.3 - 
Limited recourse loan 11.8 - 
Medium term notes 
6.85% unsecured debentures due May 28, 2004 125.0 125.0 
7.40% unsecured debentures due March 1, 2007 125.0 = 
Senior unsecured notes 
6.95% due September 30, 2003 (US $30 million) 45.0 - 
6.42% due May 27, 2004 (US $40 million) 60.0 = 
6.50% due May 1, 2008 (US $50 million) 75.0 ~ 
Adjustable rate due May 27, 2009 (US $93 million) 139.5 - 
$ 2,471.0 $ 2,156.8 
Amount due within one year 16.5 = 
$ 2,454.5 $ 2,156.8 


Bank credit facilities 

The Company has unsecured bank credit facilities of approximately $2,800 million comprised of a $100 million 
operating demand facility, three revolving credit and term loan facilities totaling $2,475 million and a revolving credit 
facility of US $150 million. With the exception of a $450 million facility maturing January 15, 2002, the Canadian 
revolving credit and term loan facilities are fully revolving for 364-day periods with provision for extensions at the 
mutual agreement of the Company and the lenders. If not extended, the facilities convert to a non-revolving 
reducing loan with a term of between three and five years. The bank facilities provide that the borrowings may be 
made by way of operating advance, prime loans, bankers’ acceptances, US base rate loans or US dollar LIBOR 
advances which bear interest at the bank’s prime rates or at money market rates plus applicable margins. The US 
$150 million credit facility provides for LIBOR advances bearing interest at market rates plus applicable margins 
and is fully revolving for a 364-day period with a provision for one extension by mutual agreement of the lenders 
and the Company. At the end of the revolving period, the facility converts to a non-revolving reducing loan with a 
two year term. Principal repayments on facilities are not required provided certain convenants with respect to the 
Company's financial ratios are maintained. Based upon the remaining credit facilities, the indebtedness outstanding 
at December 31, 2000 and the Company’s cash flow, no current portions of these bank credit facilities are required 
to be paid and therefore no current portions have been recognized. Subsequent to year-end, the Company 
cancelled a $450 million credit facility. 


In addition to the outstanding debt, letters of credit aggregating $37.6 million have been issued against the bank 
credit facility. 


Limited recourse loan 
The limited recourse loan bears interest based on a floating bankers’ acceptance rate plus an applicable margin and 
is repayable in semi-annual installments expiring March 2007. The loan is secured by certain pipeline assets. 


Medium term notes 

The Company’s medium term note program has an authorized principal amount of $500 million. The notes may be 
denominated in Canadian dollars, or in foreign currencies, and bear interest at either fixed or floating rates, 
determined by reference to market rates at the date of issue of the notes. 
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Senior unsecured notes 

The 6.95 percent notes due September 30, 2003 have principal repayments of US $10.0 million on September 30, 
2001 and US $10.0 million annually thereafter to maturity. The 6.42 percent notes are due in full May 27, 2004. 
Annual principal repayments of US $10.0 million commence May 1, 2004 on the 6.50 percent notes due May 1, 
2008. The adjustable rate notes bear interest at 6.64 percent declining to 6.54 percent under certain circumstances, 
have annual principal repayments of US $31.0 million commencing May 27, 2007 and are due May 27, 2009. The 
debt instruments contain covenants pertaining to the Company’s net worth, certain ratios and the ability to grant 
security. At December 31, 2000 all covenants have been met. 


Required debt repayments 
Debt repayments are as follows: 


Year Repayment 
2001 S 16s 
2002 So Wes 
2003 $ S1k7 
2004 $ 276.8 
2005 S$ 16:8 
Thereafter 8 Bis 
6. TAXES 

Income tax 


Effective January 1, 2000, the Company adopted the Canadian Institute of Chartered Accountants’ new accounting 
standard with respect to accounting for income taxes. The new standard recommends the liability method of 
determining income taxes where future income taxes are determined based on temporary differences between the 
tax bases of assets or liabilities and their carrying amounts in the financial statements. Previously, the Company used 
the deferral method of determining income taxes where deferred income taxes were recognized based on the 
differences in timing of recognition of revenue and expenses for financial accounting and income tax purposes. The 
new standard has been applied retroactively without restatement. 


The effects of the new standard on the opening balances of the 2000 financial statements are: 


Increase property, plant and equipment $ 204.1 


Increase future income tax liability $ 204.1 


The adjustments result primarily from the recognition of future income tax liabilities on past acquisitions where the 
tax basis of assets acquired was less than the purchase price. 


There is no impact on net earnings for the year as a result of the adoption of the new policy. 
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The following table summarizes the temporary differences which give rise to the future income tax liability at 
December 31, 2000. 


2000 
Future income tax liabilities 
Property, plant and equipment $1,052.4 
Partnership deferral 479.5 
Other "5.0 
Future income tax assets 
Future site restoration (49.0) 
Share issue costs (5.4) 
Income tax losses (180.5) 
Other (57.6) 
$1,244.4 
The provision for current income tax is as follows: 
2000 1999 1998 
Current tax GS BELT $ - $ - 
Large corporations tax 14.7 78 6.3 
$ 48.4 BS 7A So ae 


The provision for income taxes is different from the amount computed by applying the combined statutory Canadian 
federal and provincial income tax rates to earnings before taxes. The reasons for the difference are as follows: 


2000 1999 1998 

44% 44% 44% 

Tax provision at statutory rate $ 592.6 Sl55.3 3 Sey) 

Effect on taxes of 

Non-deductibility of crown royalties, 

lease rentals and mineral taxes 193.2 64.8 36.4 

Non-tax base depletion - 13.0 22.6 

Resource allowance (238.1) (95.7) (57.4) 

Large corporations tax 14.7 7.8 6.3 

Deductible petroleum revenue tax (14.6) - - 

Foreign tax rate differentials (40.9) - - 

Other 5.5 (0.6) (0.6) 

$ 512.4 $ 144.6 $ 623 


The Company’s non-capital loss carryforwards will expire in the following years 


2001 $ 1.5 
2002 0.3 
2003 2.3 
2004 = 
2005 32.3 
2006 242.8 
2007 29.6 
Thereafter 61.7 

$ 366.5 
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Taxes other than income tax 


2000 1999 1998 

Current petroleum revenue tax $ 40.9 $ - $ - 
Deferred petroleum revenue tax (reduction) (7.6) - = 
Provincial capital taxes and surcharges 12.3 8.1 3.6 
Other 3.9 - = 
$ 49.5 $ 8:1 $ 3.6 


The measurement of PRT expense and the related provision in the consolidated financial statements is subject to 
uncertainty associated with future recoverability of oil and natural gas reserves, commodity prices and the timing of 
future events, which could result in material changes to deferred amounts. 


7. PREFERRED SECURITIES 

The US $80 million preferred securities are in the form of 8.30 percent subordinated notes. Principal repayments 
of US $26.7 million are required annually commencing June 25, 2009. The securities may be prepaid at the option 
of the Company at any time. The prepaid amount is subject to certain adjustments to compensate holders for any 
potential loss of return over the original life of the securities, based on market conditions at that time. The notes are 
subordinated to the long-term debt of the Company and contain, among other things, certain financial covenants 
restricting the granting of security for new borrowings and the maintenance of specified financial ratios. As at 
December 31, 2000 all covenants have been met. 


The Company has the unrestricted right to pay dividends, principal and principal prepayment amounts with proceeds 
from the issuance of common shares. The semi-annual dividend payments may be deferred at the 
option of the Company for up to two consecutive periods, with a maximum of eight deferral periods over the life of 
the securities. 


8. SHARE CAPITAL AND CONTRIBUTED SURPLUS 

Authorized 
200,000 Class 1 preferred shares with a stated value of $10 each 
Unlimited number of common shares without par value 


Share capital and contributed surplus 


2000 1999 

Common shares $ 1,688.0 $ 1,263.4 
Warrants PAT 2.9 
Contributed surplus 1.9 1.9 
$ 1,692.6 $ 1,268.2 
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Issued 


2000 1999 
Number Number 
of shares Amount of shares Amount 
Common shares 
Balance — beginning of year 111,454,066 $ 1,263.4 99,809,248 $ 852.0 
Issued for acquisition of Ranger 7,602,068 358.0 - - 
Exercise of stock options 3,187,376 65.3 1,228,153 21.6 
Exercise of warrants 35,490 1.3 - - 
Issued for cash pursuant to prospectus offering - - 10,500,000 399.0 
Cancellation of shares - - (83,335) (0.2) 
Issue costs (net of tax) - - - (9.0) 
Balance — end of year 122,279,000 $ 1,688.0 111,454,066 $1,263.4 
Warrants 
Balance — beginning of year 500,000 $ 2.9 750,000 $ 0.7 
Exercised during the year (35,490) (0.2) - ~ 
Issued during the year - - 500,000 2.9 
Expired during the year ~ - (750,000) (0.7) 
Balance — end of year 464,510 $ PLT 500,000 $ 2.9 
Contributed surplus 
2000 1999 
Balance — beginning of year $ 1.9 : Le) 
Expiry of warrants - 0.7 
Cancellation of common shares - 0.2 
Balance — end of year $ 1.9 $ 1.9 


Cancellation of common shares 
During 1999, 83,335 common shares were returned to treasury and cancelled on the expiry of the conversion period 
for exchanging previously issued equity and debt instruments into common shares of the Company. 


Warrants 

During 1999, the Company issued 500,000 warrants at an ascribed value of $2.9 million to acquire property, plant 
and equipment. Each warrant entitles the holder to acquire one common share of the Company at a price of $30.00 
per common share until August 16, 2001. 


Stock options 

The Company’s stock option plan provides for granting of options to directors, officers and employees in a total 
amount up to a maximum of ten percent of the total issued and outstanding common shares of the Company. 
Options granted under the plan have a maximum term of six years to expiry and vest equally over a five year period 
starting on the first anniversary date of the grant. The exercise price of each option granted equals the market price 
of the Company’s common shares on the date of grant. 
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The following tables summarize the information relating to stock options outstanding at December 31, 2000 
and 1999. 


2000 1999 

Weighted Weighted 
Share average Share average 
options exercise price options exercise price 
Outstanding — beginning of year 9,664,451 $ 25.99 9,724,464 $ 23.98 
Granted 5,201,640 39.18 1,888,610 31.72 
Exercised (3,187,376) 20.48 (1,228,158) 17.55 
Forfeited (1,014,472) 39.61 (720,470) 28.16 
Outstanding — end of year 10,664,243 $ 32.78 9,664,451 $ 25.99 
Exercisable — end of year 2,235,424 $ 29.80 3,331,204 $ 24.10 

Options Outstanding Options Exercisable 
Weighted Weighted Weighted 
Options average remaining average Options average 
Range of exercise prices outstanding term (years) exercise price exercisable exercise price 
Under $25.00 1,834,044 3.4 $ 22.32 576,581 $ 22.54 
$25.00 to $29.99 1,699,860 3.1 AKO) 498,174 27.24 
$30.00 to $34.99 4,789,749 41 33.81 1,092,619 34.27 
Over $35.00 2,340,590 5.4 42.98 68,050 38.28 
10,664,243 44 $ 32.78 2,235,424 $ 29.80 


9. FINANCIAL INSTRUMENTS 


Financial contracts 
The Company’s financial instruments recognized in the consolidated balance sheet consist of cash, accounts 
receivable, current liabilities and long-term debt. 


The estimated fair values of financial instruments have been determined based on the Company’s assessment of 
available market information and appropriate valuation methodologies; however, these estimates may not necessarily 
be indicative of the amounts that could be realized or settled in a current market transaction. 


The carrying value of cash, accounts receivable, accounts payable, accrued liabilities and long-term debt with 
variable interest rates approximate their fair value. 


The estimated fair values of other financial instruments are as follows: 


2000 1999 
Carrying Fair Carrying Fair 
Asset (Liability) value value value value 
Notes $ (687.8) $ (693.6) $ (125.0) S$) (1224) 
Derivative financial instruments $ - $ (238.9) $ - $ (69.7) 


The Company uses certain derivative financial instruments to manage its foreign currency and commodity price 
exposures. These financial instruments are entered into solely for hedging purposes and are not used for trading or 
other speculative purposes. The following summarizes transactions outstanding at December 31, 2000. 
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Crude oil 

At December 31, 2000 the Company had hedged 20,000 barrels per day for the year 2001 at an average floor price 
of US $26.61 per barrel and an average ceiling price of US $30.00 per barrel. In addition, the Company hedged 
10,000 barrels per day for the first quarter of 2001 at an average floor price of US $29.00 per barrel and an average 
ceiling price of US $35.36 per barrel. 


At December 31, 2000 the Company had hedged the basis between West Texas Intermediate and Brent oil at US 
$1.16 per barrel on 17,000 barrels per day for the year 2001. 


Natural gas 

At December 31, 2000 the Company had hedged 33,200 mmbtu per day at AECO for the first quarter of 2001 at 
an average floor price of Cdn $5.54 per mmbtu. In addition, the Company hedged 38,000 mmbtu per day for the 
first quarter of 2001 at an average floor price of Cdn $5.54 per mmbtu and an average ceiling price of Cdn $7.44 
per mmbtu. 


At December 31, 2000 the Company had hedged the basis between Empress and NYMEX Henry Hub at US $0.73 
per mmbtu for 5,500 mmbtu per day for 2001 through 2005 and for 4,600 mmbtu per day for 2006. 


At December 31, 2000 the Company had hedged 20,000 mmbtu per day at Sumas for 2001 and 2002 and 16,700 
mmbtu per day for 2003 at an average price of Cdn $2.85 per mmbtu. 


At December 31, 2000 the Company had hedged 25,000 mmbtu per day at an average NYMEX Henry Hub price 
of US $1.75 per mmbtu for 2001. In addition, the Company hedged 10,000 mmbtu per day at an average NYMEX 
price of Cdn $2.52 per mmbtu for 2001 through to October 2006. 


Foreign currency 

At December 31, 2000 the Company had fixed the exchange rate on US dollars through currency swaps as follows: 
2001 — US $11.6 million per month at an average exchange rate of 1.34 and 2002 - US $0.3 million per month at 
an average exchange rate of 1.37. In addition, the Company fixed the exchange rate on US dollars through currency 
collars as follows: 2001 to 2002 — US $4.2 million per month and 2003 — US $1.7 million per month at an average 
floor exchange rate of 1.43 and an average ceiling rate of 1.53. The amounts fixed approximate 9 percent of the 
amounts of US cash received each month from the sale of crude oil and natural gas. 


Credit risk 

Accounts receivable are mainly with customers in the oil and natural gas industry and are subject to normal industry 
credit risks. The Company minimizes this risk by entering into sales contracts with only highly rated entities. The 
Company is also exposed to certain losses in the event of non-performance by counterparties to derivative 
instruments; however, the Company minimizes this credit risk by entering into agreements with only highly rated 
financial institutions. 


10. COMMITMENTS 
The Company has committed to certain payments over the next five years as follows: 


2001 2002 2003 2004 2005 
Natural gas transportation charges $ 165.2 $ 143.5 $ 122.3 $ 112.4 $ 99.2 
Offshore equipment operating lease charges $ 43.8 $ 56.4 mh C2 sh SSE $ 31.0 
Electricity charges $ - $ 28.3 $ 26.2 $ - $ = 
Office lease charges Seen $ 13.9 $ 12.6 Sy = tsh{e} $ 88 
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11. SEGMENTED INFORMATION 

The Company's activities are conducted in three geographic segments: North America, the North Sea and Other 
International. All activities relate to the exploration, development, production and marketing of crude oil, natural gas 
liquids and natural gas. 


North North Other 2000 
America Sea International Total (1) 
REVENUE 
Oil and natural gas $ 2,905.1 $ 282.8 $ 34.6 3 2225) 
Less: royalties (491.1) (15.1) - (506.2) 
2,414.0 267.7 34.6 2,716.3 
EXPENSES 
Production 462.6 54.9 15.4 532.9 
Depletion, depreciation and amortization 587.7 54.4 Pas) 644.6 
Administration 26.4 0.8 - Zine 
Interest ; 155.3 6.8 - 162.1 
Unrealized foreign exchange loss 1.0 3.2 (1.6) 2.6 
1,233.0 120.1 16.3 1,369.4 
EARNINGS BEFORE TAXES 1,181.0 147.6 18.3 1,346.9 
Taxes other than income tax 12.3 33.3 3.9 49.5 
Current income tax 14.7 33.7 - 48.4 
Future income tax 478.6 (15.0) 0.4 464.0 
NET EARNINGS 675.4 95.6 14.0 785.0 
Dividend on preferred securities (net of tax) (2.8) - - (2.8) 
NET EARNINGS ATTRIBUTABLE TO 
COMMON SHAREHOLDERS $ 672.6 $ 95.6 $ 14.0 $1822 
SOC Ce a a a 
DEVELOPMENT EXPENDITURES @&) $ 959.6 $ 54.6 $ 39.3 $ 1,053.5 
SEGMENTED ASSETS $ 6,662.8 $ 878.3 $2345 $ 7,775.6 


(1) 4999 and 1998 segmented information consists of North America only and would be consistent with the 1999 and 1998 Consolidated Statement of 
Earnings and Consolidated Balance Sheet. 


(2) Expenditures include a $76.6 million future tax recovery on the sale of non-tax based assets in North America. 


12. SUBSEQUENT EVENT 

Subsequent to year-end, the Company announced its intention to make a Normal Course Issuer Bid through the 
facilities of the Toronto Stock Exchange to purchase up to 6,114,726 or five percent of the 122,294,533 outstanding 
common shares of the Company. The Company also announced a dividend policy for the payment of a regular 
quarterly dividend of $0.10 per common share payable in January, April, July and October of each year with initial 
payment to be made on April 1, 2001. 


13. DIFFERENCES BETWEEN CANADIAN AND UNITED STATES 

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES 
The consolidated financial statements have been prepared in accordance with Canadian Generally Accepted 
Accounting Principles (“GAAP”), which differ in some respects from GAAP in the United States. The significant 
differences in GAAP, as applicable to these consolidated financial statements and notes, are described in the 
Company's Form 40-F report, which is filed with the United States Securities and Exchange Commission. 
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TEN-YEAR REVIEW 


Years Ended December 31 2000 1999 1998 
FINANCIAL (millions of Canadian dollars, except per share data) 
Revenue 2,716.3 1,098.9 760.8 
Expenses 1,369.4 746.0 635.9 
Taxes 561.9 1kephiy 65.9 
Cash flow attributable to common shareholders 1,883.6 723.5 444.2 
Per share* 16.14 6.96 4.47 
Net earnings attributable to common shareholders 782.2 200.2 59.0 
Per share* 6.70 1.93 0.59 
Balance sheet information 
Capital expenditures (net) 2,823.3 1,900.6 609.7 
Working capital surplus (deficiency) (77.3) 36.4 57.9 
Total assets 7,775.6 4,850.8 3,247.4 
Long-term debt 2,454.5 Pz alte\e}s) 1,425.5 
Shareholders’ equity 3,216.9 1,892.0 1,277.4 
Common shares outstanding (millions)* 122.3 ities) 99.8 
Weighted average shares outstanding (millions)* 116.7 103.9 99.3 
Number of employees (December 31) 943 675 547 
OPERATING 
Reserves (proven and probable) 
Crude oil and NGLs (million barrels) 
Proven 
North America 642 554 287 
North Sea 102 = = 
Other International 37 = = 
Probable 
North America 88 86 97 
North Sea 32 = = 
Other International 10 = = 
Total 911 640 384 
Natural gas (billion cubic feet) 
Proven 
North America 2,360 2,183 1,905 
North Sea 91 - = 
Other International 66 - - 
Probable 
North America 402 364 311 
North Sea 23 - - 
Other International 19 - - 
Total 2,961 2,547 2,216 
Daily Production 
Crude oil and NGLs (thousand barrels) 
North America 154.3 86.8 ThE 
North Sea Wier ~ - 
Other International 2.1 - - 
Total 173.6 86.8 PORT 
Natural gas (million cubic feet) 
North America 792.9 721.0 672.6 
North Sea 1.5 - - 
Total 794.4 721.0 672.6 
Average crude oil and NGLs price ($/bbl) 29.99 21.04 12.93 
Average natural gas price ($/mcf) 4.53 2.36 2.12 
Land holdings (millions) 
Gross acres 21.2 10.2 8.6 
Net acres 14.9 8.6 Wo 
Drilling activity (net wells) 
Crude oil wells 333.1 PANS) 106.5 
Natural gas wells 408.1 457.6 193.2 
Injection wells 37.7 8.9 USES) 
Dry and abandoned 34.4 49.3 42.7 
Total 813.3 727.3 357.9 
Success rate (%) 96 93 88 


* Restated to reflect two for one stock split in June 1993. 
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1997 


1996 


1995 


1994 


1993 


1992 


1991 


768.8 532.3 245.4 221.2 135.5 66.2 35.1 
552.5 346.7 171.5 123.6 75.4 42.5 23.8 
105.0 90.6 31.5 43.4 25.8 9.8 36 
503.0 359.7 153.6 152.8 94.2 41.8 21.3 
5.13 4.32 2.09 2.39 1.64 0.81 0.50 
111.3 95.0 42.4 54.2 34.3 13.9 8.0 
1.14 1.14 0.61 0.85 0.60 0.27 0.19 

1,119.2 1,203.6 238.8 331.2 271.2 90.0 59.2 
(18.6) (0.8) 9.7 4.0 2.2 (2.0) (0.4) 
2,931.1 2,062.6 900.4 737.8 436.9 173.2 99.8 
1,136.3 588.0 237.7 242.9 189.2 60.5 35.6 
1,204.3 1,074.2 496.3 356.2 171.2 81.5 45.2 
98.8 97.4 74.0 66.7 59.9 54.4 49.0 
98.0 83.2 69.3 63.9 57.6 B15 42.8 
542 428 205 162 123 61 31 
270 141 53 43 29 14 7. 

81 50 24 14 14 5 2 

351 191 Ti 57 43 19° 5 
1,733 1,605 924 894 666 333 188 
363 362 208 175 101 25 22 
2,096 1,967 1,132 1,069 767 358 210 
70.6 37.4 16.8 12.8 8.0 4.2 eg 
70.6 37.4 16.8 12.8 8.0 4.2 1.7 
625.5 499.3 304.8 237.5 164.8 93.5 57.3 
625.5 499.3 304.8 237.5 164.8 93.5 | 57.3 
18.82 93.52 19.82 18.18 18.17 20.84 94.39 
1.91 1.71 1.43 1.99 1.72 1.31 1.28 
8.5 7.5 4.4 3.8 3.0 qa 0.7 

6.9 5.8 BG 27 1.9 0.7 0.5 
442.9 208.9 112.5 43.7 32.8 9.8 11.0 
199.6 128.1 73.9 138.1 68.2 19.8 42.7 
1.5 1.0 = = a = = 
67.0 62.9 22.3 44.5 27.6 : S15 9.0 
711.0 400.9 208.7 226.3 128.6 51.4 32.7 
91 84 89 80 79 58 72 
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